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Virginia Electric and Power Company d/b/a Dominion Energy Virginia (“Dominion
Energy” or “Company”) seeks approval of: (1) new demand-side management (“DSM”) Phase
IX Programs; (2) the extension of its existing Non-residential Distributed Generation (“DG”)
Program; (3) the expansion of eligibility requirements for its DSM Phase VII and VIII Programs;
(4) updated C1A, C2A, and C3A rate adjustment clauses (“RACs”); and (5) a new C4A RAC.
Based on the record, I find the Company’s Phase IX Programs, its request for the extension of
the DG Program, and its expanded eligibility request for certain previously approved Programs
should be approved. I also find that C1A, C2A, C3A, and C4A RACs should be approved with a
total overall revenue requirement for the four RACs of $73,837,376. In addition, I conclude
Dominion Energy should be directed to provide certain additional analysis and information,
including its long-term DSM plan, with its next DSM filing.

HISTORY OF THE CASE

On December 2, 2020, Dominion Energy filed a Petition pursuant to § 56-585.1 A 5 of
the Code of Virginia (“Code”) and various rules and regulations of the State Corporation
Commission (“Commission”) seeking the approval of its implementation, extension, and
expansion of various DSM Programs (“Petition”). The Company also requested a waiver of the
Commission’s Cost/Benefit Rules! as they relate to the House Bill (“HB”) 2789 (Solar
Component) Program.? Concurrent with its Petition, Dominion Energy filed a Motion for Entry
of a Protective Ruling and Additional Protective Treatment (“PR Motion”), along with a
proposed Protective Ruling (“Proposed Ruling”), pursuant to Rules 110% and 170* of the
Commission’s Rules of Practice and Procedure (“Rules of Practice™).’

On December 18, 2020, the Commission entered an Order (“Preliminary Order”)
docketing this matter and denying the Company’s request for a waiver of the Cost/Benefit Rules
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2 petition at 9. A copy of the Petition {together with supporting Filing Schedules) was introduced as an exhibit
(“Ex.”) at the hearing. See Ex. 2 and 2ES. Although the Company submitted public and extraordinarily sensitive
versions of Petition, only the public information in the Petition is referenced herein.
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related to the HB 2789 (Solar Component) Program.® The Commission directed Dominion
Energy to provide the results of a cost/benefit analysis and the information required by the
Cost/Benefit Rules including the HB 2789 (Solar Component) Program and indicated that the
Petition would not be complete until such information was provided.’

On January 7, 2021, the Company filed supplemental information addressing the
Commission’s directive in the Preliminary Order regarding the required cost/benefit analysis.

On January 15, 2021, the Commission entered an Order for Notice and Hearing
(“Procedural Order”) that, among other things, required the Company to provide notice of the
Petition;? established a schedule for the filing of notices of participation and prefiled testimony;
scheduled a hearing on the Petition for June 8, 2021, and appointed a Hearing Examiner to
conduct all further proceedings in this matter on behalf of the Commission and to file a report
including the Hearing Examiner’s findings and recommendations. The Procedural Order also
provided that the beginning of the hearing on June 8§, 2021, would be conducted telephonically
for the receipt of public witness testimony and established additional procedures for the
telephonic portion of the hearing (“Public Witness Session”).” Moreover, the Procedural Order
provided that additional details pertaining to the remainder of the hearing on June 8, 2021, would
be provided by subsequent Commission Order or Hearing Examiner Ruling.'°

On January 20, 2021, the Company’s PR Motion was granted in the Hearing Examiner’s
Protective Ruling and Additional Protective Treatment for Extraordinarily Sensitive DSM
Contracts and Prices Information. :

Notices of Participation were filed by Appalachian Voices (“Environmental
Respondent™); the Office of the Attorney General’s Division of Consumer Counsel (“Consumer
Counsel”); the Virginia Committee for Fair Utility Rates (“Committee”); and the Board of
Supervisors of Culpeper County, Virginia (“Culpeper”).

On Apnl 19, 2021, I entered a Ruling adopting additional special procedures for the
portion of the hearing on June 8, 2021, following the Public Witness Session.

On June 8, 2021, the Natural Resources Defense Council (“NRDC”) timely filed written
comments in this docket urging the Commission to reject budget caps for the Company’s energy
efficiency (“EE”) Programs and recommending that Dominion Energy’s proposed budget for the
new proposals be treated as a floor rather than a cap.'’

8 Preliminary Order at 4.

11d. at 4-5,

¥ The Company’s proof of notice and service was accepted into the record as Ex. 1.

? Procedural Order at 12.

1714, at 13.

i1 Although the Virginia Department of Mines, Minerals and Energy submitted written comments dated

June 8, 2021, such comments were not actually filed until June 10, 2021 (after the evidentiary hearing). Similarly,
Kerri Walker, Vice President of Energy Conservation Programs for project: HOMES, submitted a written comment
on June 8, 2021, which was not actually filed until June 9, 2021.
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The hearing in this matter was convened on June 8, 2021, as scheduled. Vishwa B. Link,
Esquire, Lisa R. Crabtree, Esquire, and April M. Jones, Esquire, appeared on behalf of Dominion
Energy. Nathanial Benforado, Esquire, and Josephus Allmond, Esquire, appeared on behalf of
the Environmental Respondent. John E. Farmer, Jr., Esquire, appeared on behalf of Consumer
Counsel. Kiva Bland Pierce, Esquire, Andrea B. Macgill, Esquire, and Austin Skeens, Esquire,
appeared on behalf of the Staff of the Commission (“Staff”). The Committee and Culpeper did
not appear at the hearing.

B TRTLBTET

The transcript of the hearing (“Tr.”) was filed on June 14, 2021.

In accordance with the agreement of case participants, a Ruling was entered on
June 11, 2021 (“June 11™ Ruling”), establishing July 2, 2021, as the deadline for the filing of
post-hearing briefs.!? Consistent with the June 11" Ruling, the Company, Environmental
Respondent, Consumer Counsel, and Staff filed post-hearing briefs on July 2, 2021."

SUMMARY OF THE RECORD

As explained by Dominion Energy in the Petition: “[s]ince 2009, the Company has
annually filed updates to its DSM Portfolio, including requests to implement new DSM
Programs, continue or expand existing DSM Programs, and/or update cost information.”'* The
Company noted that in the July 30, 2020 Order'’ (pertaining to Dominion Energy’s 2019 DSM
Update), the Commission approved Dominion Energy’s Phase VIII petition to implement 11 new
DSM Programs and approved Riders C1A, C2A, and C3A effective for usage on and after
September 1, 2020.'S Furthermore, the Commission directed the Company in the July 30, 2020
Order to file its next DSM update by December 3, 2020.!7

The Company listed the 11 Phase IX DSM Programs for which it seeks approval and
explained that it seeks the approval of the Phase IX DSM Programs for a five-year period, from
January 1, 2022, to December 31, 2026, subject to future extensions as requested and granted by
the Commission.'® Furthermore, based on HB 2789, the Company secks approval of its
proposed HB 2789 (Solar Component) Program for a three-year term.'” The Company advised
that the proposed cost cap for the Phase IX DSM Programs, in the aggregate, is approximately
$162 million.?® Consistent with its prior DSM requests, Dominion Energy also requested the

12 In addition, the transcript of the hearing on June 8, 2021 was filed on June 14, 2021.

13 See Post-Hearing Brief of Virginia Electric and Power Company (“Company Brief”); Post-Hearing Brief of Office
of the Attorney General, Division of Consumer Counsel (“Consumer Counsel Brief””); Environmental Respondent’s
Post-Hearing Brief (“ER Brief”); Post-Hearing Brief of the Staff of the State Corporation Commission (“Staff
Brief™).

Y Ex. 2 and 2ES, at 4.

15 Petition of Virginia Electric and Power Company, For approval of its DSM Update pursuant to § 56-585.1 4 5 of
the Code of Virginia, Case No. PUR-2019-00201, Final Order (July 30, 2020) (“July 30, 2020 Order™).

16 Ex. 2 and 2ES, at 4; July 30, 2020 Order at 12-13.

7 July 30, 2020 Order, Ordering Paragraph (4).

'8 Ex. 2 and 2ES, at 8.

9 Id.
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ability to exceed the spending cap by no more than 5 %.2! In addition, the Company sought
authorization to spend directly for these Programs for a reasonable amount of time before and
after the requested five-year period to launch and wind-down activities.? Dominion Energy
confirmed it analyzed each DSM Program individually, as well as the DSM Portfolio as a whole,
using the four required cost/benefit tests.?*

IPLOTLATE

Regarding DSM Programs previously approved by the Commission, Dominion Energy
requested approval of the extension of the DSM Phase II Non-residential DG Program for an
additional two years.?* Furthermore, the Company requested Commission approval of expanded
eligibility requirements for the following previously approved Non-residential DSM Phase VII
and Phase VIII Programs: (1) Non-residential Lighting Systems and Controls; (2) Non-
residential Heating and Cooling Efficiency; and (3) Non-residential Window Film and Small
Manufacturing Programs.?® According to the Company, because of changes established in the
Virginia Clean Economy Act (“VCEA”)? eliminating exemptions for larger customers over 500
kilovolts (“kV™) and the resulting requirement for larger customers to begin paying for Phase VI
and VIII EE Programs as of the beginning of the proposed Rate Year, such large customers
“should also be eligible to participate in the Non-residential [P]rograms available through those
DSM Phases.”?’

Dominion Energy advised that the Rate Year in this proceeding is September 1, 2021,
through August 31, 2022, for Riders C1A, C2A, C3A and its new proposed Rider C4A .28
Consistent with § 56-585.1 A S ¢ of the Code, the Company utilized a margin based on the
general rate of return on common equity (“ROE”) of 9.2% in accordance with the Commission’s
2019 ROE Order,” except for the proposed Phase IX HB 2789 (Solar Component) Program.*®
Dominion Energy initially requested a total revenue requirement for Riders C1A, C2A, C3A, and
C4A of $78,119,830.3! However, based upon supplemental adjustments identified by the
Company in its 2021 Triennial Review,?? the Company ultimately supported a rebuttal revenue

2 rd.

2.

B Id. at 8-9.

2 1d. at9.

B d. at 10.

6 2020 Va. Acts chs. 1193, 1194,

%7 Ex. 2 and 2ES, at 10.

B Jd. at 11. Because the Commission is unlikely to issue a final order in time for the implementation of new rates as
of September 1, 2021, the Company explained at the hearing that existing DSM RAC rates would remain in effect
until new rates are approved and associated collection issues will be addressed in a future True-up. Tr. at 284
(Lecky). Staff shared this understanding. /d.

» Bx. 2 and 2ES, at 12. Application of Virginia Electric and Power Company, For the determination of the fair rate
of return on common equity pursuant to § 56-585.1:1 C of the Code of Virginia, Case No. PUR-2019-00050, Final
Order (Nov. 21, 2019) (“20/9 ROE Order”).

% Ex. 2 and 2ES, at 12. It is the Company’s understanding that no margin on operation and maintenance (“O&M”)
expenses is authorized for Programs proposed pursuant to § 56-585.1 A 5 g of the Code. /d. Similarly, Dominion
Energy did not seck a margin for the Rider C1A peak shaving Programs. /d. at 12-13.

N d. at 14,

%2 Application of Virginia Electric and Power Company, For a 2021 triennial review of the rates, terms and
conditions for the provision of generation, distribution and transmission services pursuant to § 56-585.1 A of the
Code of Virginia, Case No. PUR-2021-00058 (2021 Triennial Review”).




requirement of $78,713,092, with the understanding that its recovery in this proceeding would be
limited to the revenue requirement that was publicly noticed.*3

Public Witnesses

Billy Whitsenfeld testified as a representative of the Association of Energy Conservation
Professionals (“AECP"), a not-for-profit 501 C 3 organization, in support of Dominion Energy’s
Residential Income and Age Qualifying (“IAQ”) Program.** He asserted that such a Program
assists the weatherization industry, helps save energy, helps reduce greenhouse emissions, helps
decrease energy demand, and helps to protect the environment.>> He also clarified that the
AECP’s not-for-profit status does not prohibit it from generating revenue and explained that
some income is required for AECP to provide services.>

Dana Wiggins testified as a representative of the Virginia Poverty Law Center
(“VPLC”).37 According to Ms. Wiggins, the VPLC recognizes EE as a least cost resource for
low-income customers.>® In addition, she highlighted the VPLC’s concern regarding the income
eligibility requirements for the Residential [AQ Program and suggested the Company’s proposal
failed to appropriately address impediments to low-income customer access in affluent areas.*”
More specifically, she confirmed the VPLC’s belief (previously expressed in the stakeholder
process) that the income requirement should not exceed 80% of local area median income or
60% of the state median income, whichever is greater.?’ In addition, Ms. Wiggins expressed
concern regarding Dominion Energy’s inclusion of the HB 2789 (Solar Component) Program in
this DSM case, highlighted alternative no-cost solar power options being considered for low-
income customers, and suggested the Commission take a broader view of low-income solar
power options rather than approving the HB 2789 (Solar Component) Program.*! Furthermore,
she discussed the General Assembly’s adoption of an EE resource mandate directing a spending
percentage for low-income EE Programs and believed savings from such Programs need to be
distinguished to facilitate low-income Program development.*?> When cross-examined by Staff,
Ms. Wiggins also confirmed the VPLC’s belief that low-income customers in rural areas should
have access to EE.*

Chase Counts, testified that he is Senior Director for Community Partners or CHP
Energy Solutions, a 501 C 3 provider of low-income weatherization services.** He maintained
that his organization is uniquely qualified to ascertain the weatherization needs of the low-

33 Ex. 19 and 19ES, at 3.
34 Tr. at 13-15.
35 Id. at 15.
3614 at 16.
311d at21.

38 1d at21-22.
3 1d at 22-24.
40 1d. at 23-24.
4U1d at 24-25.
42 Id. at 25-26.
3 1d. at 28.

44 1d. at 30-31.
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income population.*> Mr. Counts represented that multi-family housing has historically been
underserved regarding weatherization services because of resource constraints.*¢ Furthermore,
he suggested the IAQ Program should not be considered in a vacuum and, instead, should be
considered in the context of other weatherization resources available for low-income
customers.*” He also confirmed that he participated in the DSM stakeholder process and did not
recall information being shared regarding the Residential IAQ Program’s provision of a $7.39
annual savings average.*® He acknowledged such amount appeared low but maintained it should
be considered in the context of other low-income weatherization options that are available.*

Walton Shepard testified on behalf of the NRDC.>® He maintained that Dominion
Energy is “slow walking” its EE deployment and noted that the $162 million proposal is the
smallest DSM proposal put forth by the Company.’! He also noted that Dominion Energy’s
DSM Programs are only serving four out of 100 of its current customers and urged the
Commission to eliminate budget caps associated with the Company’s DSM Programs.? When
questioned by Staff, Mr. Shepard also agreed that better marketing is needed for the DSM
Programs.*’

Dominion Energy's Direct Testimony

Dominion Energy submitted the direct testimony of Nathan J. Frost, director of new
technology and energy conservation (“EC”) for the Company; Michael T. Hubbard, manager of
EC for the Company; Edmund J. Hall, energy market strategist advisor in the Company’s
strategic planning organization; Jarvis E. Bates, energy conservation compliance consultant for
the Company; Elizabeth Lecky, regulatory specialist in the Company’s Regulatory Accounting
Department; Christopher C. Hewett, a regulatory specialist in the Company’s Rates
Department; Emilia L. Catron, a regulatory analyst for the Company; and Dan Feng, a senior
consultant for DNV >

Mr. Frost offered testimony to:

(1) Explain the Company’s approach towards DSM, particularly in
light of the passage of the VCEA;

(2) Present an overview of the Company’s request for approval of
DSM Phase IX;

4 1d. at 31-32.

6 Id. at 32.

21d.

8 Id. at 33-34.

9 Id. at 35.

0 1d. at 37.

5V Id. at 37-38.

521d. at 38-39.

3 1d. at43.

34 As clarified by Ms. Feng at the hearing, DNV was formerly known as DNV GL. Tr. at 100. [ note further that the
transcript of the hearing mistakenly spells Ms. Feng’s first name as “Dawn” rather than “Dan.”
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(3) Present the Company’s requests relative to existing DSM
Programs;

BPTOTLOTT

(4) Provide an overview of the Company’s cost recovery request
for the [Rate Year] through revised Riders C1A, C2A, C3A
and proposed C4A;

(5) Describe the Company’s compliance with the [Commission]
order and directives in the 2019 DSM Update proceeding; and

(6) Introduce the other witnesses presenting testimony and
summarize the requests presented by the Company with this
[Petition].>

Mr. Frost reported that in 2019, approximately 85,000 customers participated in the
Company’s DSM Programs with approximately $20.2 million disbursed in rebate payments.>®
He confirmed that each year, energy savings associated with the Company’s DSM Programs are
subject to evaluation, measurement and verification (“EM&V”’) by the Company’s third-party
EM&YV vendor, DNV.%" He also confirmed Dominion Energy files annual EM&V reports,
which provide energy and demand reductions, as well as spending, participation, and other
performance indicators, by Program.>®

Mr. Frost noted that the VCEA became effective July 1, 2020, and includes several
changes applicable to the Company’s DSM Programs.”® Among other things, he explained the
VCEA requires the Commission to allow the Company’s recovery of a margin on DSM Program
operating expenses until January 1, 2022, after which Dominion Energy’s continued recovery of
a margin is dependent upon certain factors.®® In addition, he explained that the VCEA directed
the Commission to establish new opt-out criteria for eligible customers implementing their own
EE measures.®! Furthermore, he testified that the VCEA requires certain DSM costs to be
associated with Programs designed for the benefit of low-income and elderly customers.? He
also indicated that the VCEA expanded the scope of the topics to be considered by the
stakeholcger group and now requires the use of a third-party evaluator to perform EM&V
services.®*

Mr. Frost testified that based on information provided by the independent moderator-led
stakeholder group, the Company modified the low-income customer eligibility criteria to allow

5 Ex.3,at2.
36 1d. at 3.

57 1d. at 3-4.
814 at 4,
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o0 Id.
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62 /4. at 5.

8 1d.




for the use of differing income levels for differing regions of the state.% In addition, he
highlighted Dominion Energy’s introduction of Cadmus, an outside consultant, to the
stakeholder group and the Company’s intended reliance upon Cadmus in the development of a
long-term DSM plan.®

Regarding the $870 million by 2028 target in the Grid Transformation and Security Act
(“GTSA™), Mr. Frost explained that the Company has spent approximately $476 million on EE
since the passage of the GTSA.% In addition, he testified that Dominion Energy is evaluating
current and future EE savings estimates in connection with sales.®’ Similarly, he testified that
stakeholder input was utilized in the development in all of the Phase IX DSM Programs
proposed in the Petition.5®

Mr. Frost next discussed Dominion Energy’s request for the approval of a short-term
extension of its DSM Phase II Non-residential DG Program for an additional two years given
the DG Program’s continued status as an important resource for the Company during periods of
peak demand.®® He explained further that the Company seeks a short-term extension of the DG
Program to bridge the gap between the current Program and similar Programs Dominion Energy
may consider in the future.” In addition, he explained Dominion Energy’s request for the
expansion of the eligibility requirements for its Phase VII and VIII Non-residential DSM
Programs (excluding the Phase VII Non-residential Office Program and the Phase VIII Small
Business Improvement Enhancement Programs) arising from the VCEA’s limitation on
automatic exemptions for customers over 500 kV.”!

Mr. Frost confirmed the total revenue requirement initially requested by the Company.”
He also confirmed Dominion Energy’s proposed allocation methodology is consistent with the
methodology previously approved by the Commission.” Likewise, he confirmed that the
Company complied with the Commission’s directives in its July 30, 2020 Order to submit (a)
annual EM&V reports; and (b) an exhibit similar to Exhibit 5 in Case No. PUE-2013-00072.7*
Lastly, Mr. Frost introduced the other witnesses providing direct testimony for the Company and
summarized Dominion Energy’s requests in its Petition.”

When cross-examined by Staff, Mr. Frost explained that the frequently asked questions
(*FAQs”) associated with Dominion Energy’s DSM Programs are developed after the Programs
are approved often with input from the Program designer.’® He also agreed that it is important to

8 1d. at 6-7.

55 Id. at 7.

66 14,

7 Id. at 7-8.
6 /d. at 10.

% Id.

/4.

T Id at 10-11.
2id atll.
Brd

"Id. at 12.

5 Id. at 12-14,
6 Tr. at 78-79.
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maximize the EE obtained from a Program for the associated cost but emphasized that additional
considerations are factored into a Program’s development.”’

Mr. Hubbard provided: (i) an update on the status of the Company’s approved DSM
Programs and proposed updates to such Programs; (ii) an overview of the new proposed Phase
IX DSM Programs; (iii) a discussion of the quality assurance process and an update on the
Company’s controls related to the rebate approval process; and (iv) a discussion of certain
provisions of the Commission’s Promotional Allowance Rules.’®

Mr. Hubbard listed the Company’s active and existing DSM Programs, other than the
Phase IX DSM Programs, as follows:

e Residential AC Cycling;

¢ Residential IAQ Home Improvement;

¢ Residential Appliance Recycling;

e Residential Efficient Products Marketplace;
Residential Home Energy Assessment;
Non-residential Distributed Generation;

Small Business Improvement;

Non-residential Prescriptive;

Non-residential Lighting Systems and Controls;
Non-residential Heating and Cooling Efficiency;
Non-residential Window Film;

Non-residential Small Manufacturing; and
Non-residential Office.”

Mr. Hubbard explained that Dominion Energy seeks an additional two-year extension of
its DSM Phase II Non-residential DG Program because it continues to serve as an important
resource during periods of peak demand.?’ He further explained that the Company seeks the
extension to bridge a gap between the current Program and future potential Programs that are
similar in nature.’!

Mr. Hubbard next described the Company’s proposed updates to existing DSM Programs
based upon the VCEA's eligibility modifications. He explained that the VCEA changed the
exemption requirements for larger customers to avoid paying for EE Programs by redefining a
Large General Service (“LGS”) Customer “as a customer that has a verifiable history of having
used more than one megawatt (“MW?) of demand from a single site.”®? He also noted that the
Commission initiated a rulemaking proceeding to establish qualifications and opt-out procedures
for LGS Customers seeking exemption from participation in the Company’s DSM Programs

7 Id. at 80.
B Ex. 4,at 2.
P Id at4.

0 1d.

81714 at 5.

82 14,
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(who are now required to opt-out rather than automatically being exempt.*?* According to Mr.
Hubbard, Dominion Energy believes Program cost recovery and eligibility changes are also
warranted at this time.3* He testified that the Company intends to begin charging all LGS
Customers who have not opted out of EE charges for the previously approved Programs (subject
to Rider C3A) as of the beginning of the Rate Year.%® Furthermore, he explained that Dominion
Energy proposes to expand the eligibility requirements for certain DSM Phase VII and Phase
VIII Programs because of the VCEA’s elimination of the automatic exemption for customers
with a demand threshold changing from 500 kV to 1 MW % At the same time, Dominion Energy
believes it would be appropriate to allow LGS Customers to begin participating in most of the
Company’s Non-residential Phase VII and Phase VIII Programs.®’ According to Mr. Hubbard,
the Company does not seek any additional funds associated with such Programs beyond the
previously approved cost caps.®

Mr. Hubbard next provided an update on the Company’s launch efforts related to its
Phase VIII and Phase VI Thermostat and Customer Engagement Programs (approved in the July
30, 2020 Order).®® In addition, he summarized Dominion Energy’s request for the approval of
new DSM Phase IX Programs.’® Among other things, he differentiated Dominion Energy’s
proposed Phase IX Non-residential Enhanced Prescriptive Program from the Non-residential
Prescriptive Program included in Phase V1. He did so by highlighting the Enhanced Prescriptive
Program’s inclusion of an updated measure mix consistent with current technical manuals and
feedback from customers, trade allies, and equipment vendors.’! In addition, he outlined the
eligibility requirements for the proposed Phase IX DSM Programs.®?

Mr. Hubbard also described the request for proposal (“RFP”) process used by the
Company when developing the Phase IX DSM Programs. He testified that proposed Phase IX
DSM Program concepts were developed through the EE stakeholder process, as required by
§ 56-596.2 of the Code.”® He explained that such concepts were incorporated into a RFP issued
in May 2020.** In addition, Dominion Energy sought additional feedback from DSM
stakeholders regarding the structure of the HB 2789 (Solar Component) Program by hosting a
focused meeting in October 2020.% He also explained that the Company used the RFP responses
to define measures for the Programs, and estimate penetrations, costs, and load reductions used
in the cost/benefit evaluations.’® Furthermore, he testified Dominion Energy intends to

8 1d. at 5-6.
3 1d. at 6.

35 1d.

86 14,

8714,

814 at7.

8 1d.

9 /d. at 8-13.
9 Id at 13-14.
92 14 at 14-15.
B 1d at 15,

% 1d.

95 Id.

% 1d. at 16.
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implement the Phase IX DSM Programs through fully outsourced implementation vendors.’’
Mr. Hubbard anticipated the Phase IX DSM Programs will be available to customers in January
2022.%®

Mr. Hubbard testified that Dominion Energy will oversee its implementation vendors by
requiring detailed reporting to ensure each Program meets its desired performance levels and
participation targets.”> He confirmed that the Company has a quality control process utilizing
internal automated queries and personnel to track and flag measures installed in its programs.'%
He further explained that all rebates are approved through the Company’s Business Intelligence
system and are checked by DNV, the Company’s EM&V vendor, on a monthly basis.!?!
Moreover, he highlighted the Company’s field and quality assurance process, which is used to
verify the quality of work on a percentage of each vendor’s projects.!%? In addition,

Mr. Hubbard provided an update on the Company’s controls and procedures surrounding the
rebate approval process and discussed Dominion Energy’s plans for future improvements,
including the use of an electronic rebate tracking system for numerous Programs in DSM Phases
V, VI, VII, and VIIL.'®

Mr. Hubbard confirmed that the Company provided information with the Petition
outlining the fixed versus variable costs associated with each implementation vendor contract.!%
He emphasized that incentive costs should be treated as variable costs.'® In addition, he
explained that the Program sheets for the proposed Phase IX Programs include cost information
presented on an incentive versus non-incentive basis, as requested by stakeholders.'%

Mr. Hubbard affirmed the Company’s proposed Programs promote appliances and
equipment that fall within the scope of the federal standards contained in the National Appliance
Energy Conservation Act (“NAECA™).'""” In addition, he advised that pursuant to Rule 40(1)(e)
of the Promotional Allowance Rules, the Company believes the proposed Phase IX DSM
Programs will not have a significant effect on the sales levels of alternative energy suppliers.'
He also asserted that the proposed Phase IX DSM Programs: (i) conform to Rule 40(1)(c) of the
Promotional Allowance Rules by minimizing the potential for placing private businesses at an
undue competitive disadvantage through the RFP process; and (ii) utilize defined customer
classes in compliance with Rule 40(1)(b) of the Promotional Allowance Rules.'%”
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Mr. Hubbard outlined the Company’s plans to make customers aware of the proposed
Phase IX DSM Programs including: (1) providing information on its website, social media
outlets, bill inserts, direct mail, and through in-store promotions; (2) heightening customer
awareness through customer newsletters, news releases, outreach seminars, trade shows, and
speaking engagements; (3) relying upon its experience gained from its pilots and previously-
approved DSM Programs; and (4) relying upon various stakeholders, such as industry groups and
counties.''?

SFTOGETLOTE

During cross-examination by Staff, Mr. Hubbard confirmed his understanding that
refrigerator replacement and floor insulation measures were included in the budget for the
proposed Phase [X Residential IAQ Program (despite their omission from the Company’s Filing
Schedule 46).!"! Furthermore, he agreed (subject to check) that the $40 million proposed budget
for the Phase 1X Residential IAQ Program was the highest budget for any of the proposed Phase
IX residential EE Programs and that the Residential IAQ Program offers the lowest amount of
cumulative energy savings out of all of the proposed Phase IX Programs.!'? In addition, he
acknowledged that detailed Program designs and cost information are not always provided to the
stakeholder group.'!?

Mr. Hall discussed: (i) the Company’s integrated resource planning (“IRP”) process and
the process for screening and selecting DSM Programs; (ii) Dominion Energy’s screening
criteria for evaluating DSM Programs; (iii) the cost/benefit test results for the proposed Phase IX
DSM Programs; and (iv) updated cost/benefit test results for the ongoing DSM Programs.''4

Mr. Hall confirmed the Company’s IRP process considers capacity and energy savings
from DSM Programs.''® He advised that Dominion Energy’s DSM Programs are analyzed using
the Strategist model based on the opportunity to eliminate, defer or alter the need for future
supply-side resources and market purchases.''® As for the Company’s load forecasts, he
explained the Company’s peak and energy forecasts are developed by PJM Interconnection, LLC
(“PIM”).1'7 In addition, he testified that the assumptions used in this proceeding are consistent
with those used in the PLEXOS model for the Company’s 2020 IRP Update Filing.!'® Mr. Hall
described the Strategist model as a modeling and resource optimization tool that considers
economics and constraints of operating existing facilities and Programs, and adding new supply
or implementing additional DSM Programs.'!? He listed inputs to the Strategist model supplied

0 /d. at 22-23.

U Tr, at 89.

2 Tr, at 91-93.

13 Tr, at 93.

114 Ex. 5 and 5ES, at 2. Although the Company submitted public and extraordinarily sensitive versions of Mr. Hall’s
direct testimony, only the public information is summarized herein.
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by ICF International, Inc. (“ICF”), including: (i) Dominion Zone (“DOM Zone”) monthly on-
peak and off-peak electricity prices; (ii) DOM Zone annual capacity prices; (iii) projections for
sulfur dioxide and nitrogen oxides emissions and estimates for mercury and carbon dioxide; (iv)
fuel prices; and (v) renewable energy credits.!?® Mr. Hall also indicated the cost/benefit runs
were developed using Plan B from the Company’s 2020 IRP Update Filing.'?!

Mr. Hall outlined the four cost/benefit tests used to evaluate DSM Programs:

The Participant Cost Test (“PCT”) measures quantifiable benefits and cost to Program
participants.'?? The PCT is calculated as follows: !

Participant Bill Reduction + Incentives

PCT =

Participant’s Cost

A result of 1.0 or higher indicates the Program passes the PCT.'?*

Utility Cost Test (“UCT”), compares the cost for the utility to the costs that should be
avoided.'”® The UCT is calculated as follows: 2

Avoided Capacity Benefit + Avoided Energy Benefit
Utility Administrative Cost + Utility Incentive Payments

UCT =

A result of 1.0 or higher indicates the Program passes the UCT.'?’

The Total Resource Cost (“TRC”) “compares the total costs and benefits to the utility
and participants, relative to the costs to the utility and participants.”’?® The TRC test is
calculated as follows:'?

Avoided Capacity Benefit + Avoided Energy Benefit
Utility Administrative Cost + Customer Costs

TRC =

A result of 1.0 or higher indicates the Program passes the TRC test.'3°

The Ratepayer Impact Measure (“RIM”) determines the impact on utility customers
that do not participate in the Program.!3! The RIM test is calculated as follows:'3?

120 1d at 6-7.
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Avoided Capacity Benefit + Avoided Energy Benefit
Utility Administrative Cost + Utility Incentive Payments + Utility Lost Revenues

A result of 1.0 or higher indicates the Program passes the RIM test. '3

Mr. Hall discussed § 56-576 of the Code, which provides that a Program is in the public
interest if it passes not less than three of the four tests outlined above, or if it provides
measurable and verifiable energy savings to low-income or elderly customers.'** He also
maintained that the absolute value of the net present value (“NPV™) of the test may be important
when evaluating the RIM test.'*> He confirmed the Company will continue to provide the NPV
of benefits and costs for each of the four cost/benefit tests.!*® He also suggested the NPV
provides a better understanding of the magnitude of the impacts of a DSM Program. '’

Mr. Hall testified that the Company evaluated the proposed Phase IX Programs on both
an individual and portfolio basis as required by the Cost Benefit/Rules.'*® The results of such
analysis were included in attachments to his prefiled direct testimony.'3® In addition, he
confirmed that Dominion Energy ran sensitivity analyses in accordance with Rule 30(7) of the
Commission’s Cost/Benefit Rules'*? and as required by the 20/7 DSM Order.'*' Mr. Hall also
contendedzthe results of these analyses comply with the Commission’s Promotional Allowances
Rule 10."

According to Mr. Hall, the Company completed an updated cost/benefit analysis of
Dominion Energy’s existing and ongoing DSM Programs, with the exception of the Phase VII
and Phase VIII Programs that were only recently approved or launched.'*® In addition, he
confirmed the Company included revised cost/benefit tests incorporating actual Virginia energy
savings as reported in the Company’s May 15, 2020 EM&V Report.'* He acknowledged the
cost/benefit test scores for the Company’s Phase I AC Cycling Program “are very low,”'* and
provided the following explanation for such result:

This is because the Company projects cumulative participation in the Program
decreasing each year between 2020-2022 and then going to zero following that
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period. As a result, there are no benefits generated from this demand response
[“DR”] program from 2023 forward. The benefits of this Program, which are
only during the summer season by design, were also impacted by the use of
PJM’s load forecast, which projected the Company to be winter peaking.'#6

Following the Commission’s issuance of the Preliminary Order, Mr. Hall also provided
supplemental testimony addressing the Cost/Benefit Rules as they relate to Dominion Energy’s
proposed HB 2789 (Solar Component) Program.'’ According to Mr. Hall, Dominion Energy
initially requested a waiver of the Cost/Benefit Rules relative to the HB 2789 (Solar Component)
Program because it does not constitute an EE or peak shaving Program as those terms are defined
by the Code.!*® He explained further:

[TThe HB 2789 (Solar Component) Program is a [PJrogram that installs solar
panels on the residences of low income, elderly, veteran, and disabled participants
who have also participated in the HB 2789 (Heating and Cooling/Health and
Safety) Program or installed heating and cooling measures through other
Company DSM Programs. The solar panels are supply-side resources that
generate power — energy and capacity. They are not resources that save or
provide energy and capacity benefits through those savings like other demand-
side resources.'*

He maintained that, given HB 2789 (Solar Component) Program’s unique characteristics as a
part of Dominion Energy’s DSM filing, the Company was required to make a number of
“simplifying assumptions” regarding designs and forced modeling directives within Strategist to
complete the cost/benefit analysis directed by the Commission.'*® Specifically, the Company
used Program design assumptions provided by the Program designer with energy and capacity
characteristics over an “8760 Load Shape” by a typical customer-owned solar installation based
upon the premise that the energy and capacity generated over the 8760 Load Shape is the amount
of generation not used from the Company’s system.'>! Dominion Energy based its associated
inputs on interval data from its Rate Schedule SP.!*2 According to Mr. Hall, use of this approach
forced the Strategist model to treat the HB 2789 (Solar Component) Program as a DSM Program,
rather than generation. '™

Mr. Hall testified that the Company analyzed the HB 2789 (Solar Component) Program
on an individual and portfolio basis.'** Furthermore, he explained that the HB 2789 (Solar
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147 Ex. 6 and 6ES. Although the Company submitted public and extraordinarily sensitive versions of Mr. Hall’s
supplemental direct testimony, only the public information is summarized herein.
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Component) Program has the lowest cost/benefit score of the proposed Phase IX Programs. !>
Under the circumstances, Strategist picked the HB 2789 (Solar Component) Program last and its
inclusion in the associated portfolio ranking had no impact on the scores of the other Phase IX
Programs.'*¢

8P TRTLOTE

Mr. Bates provided system cost projections for the Rate Year, actual system costs for the
2019 calendar year, and a schedule of cost projections associated with the proposed Phase IX
Programs.'®’

Mr. Bates testified the projected costs for the Phase [IX DSM Programs are primarily
based on vendor bids and common costs related to the implementation of the Programs.'*® He
explained design costs for each Phase are accumulated in a general bucket before the issuance of
an RFP, and are spread to the successful Programs.'® In addition, he confirmed after the RFP is
issued, design costs are tracked by Program.'®® Furthermore, he represented that common costs
are allocated proportionally across all Program direct cost expenses.'¢!

Mr. Bates asserted the Company’s EC Department controls costs related to DSM
Programs in a variety of ways including;:

(1) plan-to-actual analysis and reporting; (2) review of costs
related specific Program groupings compared to the cost
limitations set forth in the [2009 DSM Order'%*]; (3) Program
penetration/sales tracking; (4) EC Program Manager oversight of
Program/vendor activity; and (5) EC Management oversight of
both Programs and Program Managers. 6

He also confirmed Dominion Energy complied with: (i) the Commission’s 2013 DSM Order,'®*
which required the tracking of design costs by Program to the extent possible; and (ii) the
Commission’s 2016 DSM Order, which directed the Company to conduct an internal audit of the
controls surrounding incentive and rebate payments.'%

155 [d. at 6.
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Mr. Bates testified that the Company seeks cost recovery (including costs associated with
participant/penetration growth) in connection with Dominion Energy’s Phases II, III, IV, V, VI,
V11, VIII, and IX DSM Programs.'®® He also explained the Company’s development process for
determining DSM Program System penetrations including the use of data obtained during the
RFP process.'®” Furthermore, he explained that the True-up of Dominion Energy’s 2019 DSM
costs (shown on his Schedule 3) was focused on the Virginia and North Carolina jurisdictions
and the common costs from the DSM Phase 11, 111, IV, V, VI and VII Programs were determined
based upon a ratio of the costs associated with such Programs compared to the total costs of all
DSM Phases during the same period. '

Mr. Bates confirmed there are no projected costs for the EV Pilot Program for the Rate
Year.'®® He also explained that through December 31, 2019, the Company incurred
approximately 93% of the $825,000 cost limit approved for the EV Pilot Program. '

Mr. Bates testified the Company proposed a five-year cap of $162 million for the Phase
IX DSM Programs.'”! Furthermore, he provided the requested cost cap information for each
Phase IX DSM Program.!” Consistent with the GTSA, he also calculated the total amount of
spending proposed by the Company on energy EE DSM Programs since July 1, 2018, to be
approximately $476 million of the required $870 million.!” In addition, consistent with the
GTSA and the VCEA, Mr. Bates calculated the total amount of spending proposed by Dominion
Energy on EE Programs targeting low-income individuals since July 1, 2018, as $53 million of
the required 15% of the $870 million (or $130.5 million), excluding projected loss revenues.'”

Ms. Lecky developed the revenue requirements for Riders C1A, C2A, and C3A, together
with the revenue requirement for the Company’s new proposed Rider C4A, including projected
costs for the Rate Year.'” Among other things, she explained that for Riders C1A, C2A and
C3A, Dominion Energy seeks recovery of the True-up of actual costs and revenues for the period
of January 1, 2019, through December 31, 2019, associated with the EV Pilot Program and the
following previously approved Programs: '’

e Phase II — Non-residential DG Program;
e Phase III - Non-residential Window Film Program;
e Phase IIl - Non-residential Lighting Systems and Controls Program,;
o Phase III — Non-residential Heating & Cooling Efficiency Program,;
o Phase IV — Residential Income and Age Qualifying Home Improvement Program,;
166 Id. at 7.
167 d
198 1d. at 8.
169 Id.
170 Id
(] Id
12 1d, at 8-9.
B Id. at9.
174 [d, at 9-10.

175 Ex. 8 and 8ES, at 1-2. Although the Company submitted public and extraordinarily sensitive versions of Ms.
Lecky’s direct testimony, only the public information is summarized herein.
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Phase V — Non-residential Small Business Improvement Program;
Phase VI — Non-residential Prescriptive Program,;

Phase VII — Residential Appliance Recycling;

Phase VII — Residential Home Energy Assessment;

Phase VII — Residential Efficient Products Marketplace;

Phase VII — Non-residential Heating and Cooling Efficiency;
Phase VII — Non-residential Lighting Systems & Controls;
Phase VII — Non-residential Window Film;

Phase VII — Non-residential Office;

Phase VII - Non-residential Small Manufacturing;

Phase VIII — Residential Electric Vehicle (EE and DR);

Phase VIII — Electric Vehicle (Peak Shaving);

Phase VIII — Residential Energy Efficiency Kits;

Phase VIII — Residential Home Retrofit;

Phase VIII — Residential Manufactured Housing;

Phase VIII — Residential New Construction;

Phase VIII — Residential/Non-residential Multifamily;

Phase VIII - Non-residential Midstream Energy Efficiency Products;
Phase VIII — Non-residential New Construction;

Phase VIII — Small Business Improvement Enhanced;

Phase VIII — HB 2789 (Heating and Cooling/Health and Safety);
Phase VIII — Residential Smart Thermostat (DR);

Phase VIII — Residential Smart Thermostat (EE); and

o Phase VIII - Residential Customer Engagement.

8B TRTLOTE

For Riders ClA, C2A, and C3A, Ms. Lecky confirmed the Company is requesting
projected Rate Year costs associated with the Phase II, IV, V, and VI Programs listed above, in
addition to Rate Year financing costs on True-up deferred balances associated with Phase VII
Programs.'”’ Furthermore, in Rider C4A, she testified that Dominion Energy seeks the recovery
of projected Rate Year costs associated with its Phase VIl and VIII Programs (noted above) and
the following Phase IX Programs:'"®

e Residential [AQ;

o Residential Water Savings (EE);

* Residential Water Savings (DR);

o Residential Smart Home;

e Residential Virtual Audit;

e Non-residential Agricultural Energy Efficiency;
¢ Non-residential Building Automation;

e Non-residential Building Optimization;

e Non-residential Engagement;

o Non-residential Enhanced Prescriptive; and

17 [d. at 3-4.
18 Id. at 4-5.




e HB 2789 (Solar Component) Program.

SPTOTLOTE

Ms. Lecky confirmed she used a 9.2% ROE for both the Rate Year Projected Revenue
Requirement and the True-up Adjustments for prior periods.'” She also advised 9.2% was used
for margins on O&M expenses — with the exception of the proposed Phase IX HB 2789 (Solar
Component) Program.'3® As explained by Ms. Lecky, Dominion Energy proposes the HB 2789
(Solar Component) Program pursuant to Subsection A 5 g, rather than Subsection A 5 ¢ of
§ 56-585.1 of the Code.'8! It was her understanding Subsection A 5 g of § 56-585.1 of the Code
does not authorize a margin on O&M expenses. '#?

Ms. Lecky explained that the revenue requirement sought consists of two components —
the Rate Year Projected Revenue Requirement and the Monthly True-up Adjustment.'®* She
explained that the Rate Year Projected Revenue Requirement includes operating expenses
projected for the Rate Year and the Monthly True-up Adjustment compares the actual costs for
the calendar year 2019 True-up period to the actual revenues collected during the same time
period.'® She confirmed the initially proposed total revenue requirement of $78,119,830
represented a net increase of approximately $11,076,861 for Riders C1A, C2A, C3A and C4A.'%
She further explained that such amount represented an overall increase of approximately
$18,434,412, collectively.'%

Mr. Hewett outlined the Company’s proposed revenue requirements for Riders C1A,
C2A, C3A and C4A; and the allocation of costs to the Virginia jurisdiction and to the customer
classes.'®” He affirmed the approach to determine cost responsibility for the Virginia jurisdiction
is the same approach approved by the Commission in its July 30, 2020 Order.'®® Furthermore,
he explained that Dominion Energy’s allocation approach: (i) directly assigns Program costs to
the jurisdiction based on Program participation; and (ii) allocates indirect costs to the jurisdiction
based on the jurisdiction’s Program costs compared to total Program costs for the system. '3’

Mr. Hewett also explained the Company’s use of the Average & Excess (“A&E”) Factor
1 to allocate Virginia jurisdictional costs to Virginia jurisdictional customer classes, consistent

with the Commission’s July 30, 2020 Order.'*® More specifically, Mr. Hewett noted the revenue

requirement for Rider C1A is allocated to all customer classes based on A&E Factor 1."°! He

stated the revenue requirement for Rider C2A is allocated to all customer classes based on A&E
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Factor 1 adjusted to exclude exempt and opt-out customers prior to the GTSA taking effect on
July 1, 2018.'9? In addition, he confirmed that pursuant to the GTSA, Rider C3A is allocated
based on A&E Factor 1 to all customer classes, excluding the LGS Customers as that term was
previously defined under the GTSA.!” In contrast, Dominion Energy intends to allocate Rider
C4A to all customer classes based on A&E Factor 1 with the exclusion of LGS Customers (as
that term is now defined under the VCEA) who opt out under the VCEA which took effect
July 1, 2020.'%

Mr. Hewett explained Dominion Energy’s methodologies for directly assigning and
allocating costs, stating in part:

The Company has analyzed its DSM Program costs by phase and ascribed them to
a particular customer or group of customers, where possible. If the cost cannot be
assigned directly, an allocation is used to assign cost responsibility by
apportioning costs among two or more groups of customers based upon each
group’s relative share using an appropriate cost-defining characteristic.'%

Furthermore, he explained that Dominion Energy assigns peak-shaving and EE program costs to
all customers in the participating Virginia jurisdictional customers’ class.!?® The same approach
is used to determine the actual Virginia jurisdictional Program costs included in the Company’s
True-up Adjustment.'®” Mr. Hewett also outlined the process for translating a jurisdiction’s level
of participation in a DSM Program to an assigned portion of a Program’s revenue requirement
for the Rate Year.'?®

Mr. Hewett next confirmed that the Company employed the same approach in this case as
was used in the 2019 DSM Update to assign common costs not directly attributable to specific
DSM Programs but necessary for the design, implementation, and operation of such Programs.'®
Among other things, he explained that system common costs allocated to Phase I Programs are
not recovered through Riders C1A, C2A, C3A, or C4A based on the Commission’s 201/
Biennial Review Order.*® He affirmed for Phases II through VIII, allocated system common
costs are recovered through Riders C1A, C2A, C3A and C4A.2"" For the EV Pilot Program,

Mr. Hewett stated:
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in the calculations . . . where factors are developed to allocate
[clommon costs or [clommon cost revenue requirements to the
Virginia [jJurisdiction or to Riders C1A, C2A, C3A, and C4A
neither Program costs nor Program cost revenue requirements
associated with the EV Pilot Program are included in either the
numerator or denominator used to calculate any allocation
factor,2%2

BPLOTLATE

He also described his process for allocating responsibility for rate base financing costs.2%

Mr. Hewett identified one difference in the allocation of jurisdictional costs to customer
classes from the 2019 DSM Update to the present case relating to the Company’s allocation of
jurisdictional costs to customer classes.?* Such difference reflects Dominion Energy’s
application of the “behind the meter” adjustment supported by the Company in its 2018 DSM
Update to the True-up of calendar year 2019 costs.2?> Mr. Hewett also described and defended
Dominion Energy’s allocation of jurisdictional costs to customer classes, among other things,
explaining as follows: (i) for Rider C1A, jurisdictional costs are allocated to customer classes
based on the A&E Factor 1 (a “production demand factor”)?% without any adjustment for exempt
customers; (i) for Rider C2A, jurisdictional costs are allocated to customer classes based on the
A&E Factor 1 adjusted for the exempt and opt-out customers; (iii) for Rider C3A, jurisdictional
costs are allocated to customer classes based on the A&E Factor 1 adjusted for customers
exempted under the GTSA; and (iv) for Rider C4A, jurisdictional costs are allocated to customer
classes based on the A&E Factor 1 adjusted for customers who opt out under the VCEA .27 As
further explained by Mr. Hewitt, no opt out adjustment was required at the time of the Petition’s
filing because no LGS Customer had opted out.2%

Ms. Catron supported the Company’s calculation of rates for the proposed revised
Riders C1A, C2A, C3A and the proposed Rider C4A.2%° Among other things, she calculated that
the Commission’s approval of Dominion Energy’s Riders C1A, C2A, C3A and C4A, as initially
proposed, would decrease a residential customer’s monthly bill by $0.10, based on monthly
usage of 1,000 kilowatt hours (“kWh”).2!9 She also explained that Dominion Energy’s request,
for billing purposes, of a rate effective date for usage on or after the first day of the month which
is at least fifteen (15) days following the date of any Commission order approving Riders C1A,
C2A, C3A, and C4A.2"! In addition, she explained that the Company used the same
methodology for calculating rates in this case with one change due to a prior adjustment
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regarding the load and kWh usage of federal customers.?'2 According to Ms. Catron, such
adjustment is no longer required because the Company’s forecast now accounts for federal
customer load and kWh usage.?"?

EPTOTLBTT

Ms. Feng testified that Dominion Energy plans to comply with the Commission’s
EM&V Rules and VCEA requirements related to EM&V activities and provided the EM&V
plans for the Phase IX DSM Programs.?'* She also represented that the EM&YV plans produced
by DNV for the Company’s proposed Phase IX DSM Programs align with the testimony
provided by DNV in the Commission’s EM&V Determination Case.?’’

Environmental Respondent’s Testimony

The Environmental Respondent submitted the testimony of Jim Grevatt, managing
consultant at Energy Futures Group.

Mr. Grevatt addressed the Company’s proposed Phase IX EE Programs and illustrated
how, in his assessment, the newly proposed Programs together with those previously approved
by the Commission are likely to contribute to Dominion Energy’s ability to meet its EE savings
obligations under the VCEA 2'6 He offered the following primary observations and conclusions
regarding the Company’s proposal:?!?

1. [Dominion Energy’s] Phase IX DSM [Petition] proposes to add
eleven new [PJrograms to its portfolio, each of which could
potentially provide benefits to customers.

2. In this [Petition] the Company persists with the fragmented,
piecemeal approach to [P]rograms that was evident in both the
Phase VII and Phase VIII [Petitions], despite repeated
recommendations to produce a streamlined, coordinated
approach to obtaining DSM savings. If the Commission
approves the Phase IX [Petition], it will add eleven [P]rograms
to the 29 that have already been approved.

3. Based on evidence I could piece together from the information
in this [Petition], as well as information in its 2020 [IRP
Update Filing], I conclude it is highly unlikely that Dominion
[Energy] will be able to meet its statutory savings obligations
without drastically refocusing and increasing its efforts. Even
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Furthermore, Mr. Grevatt offered the following recommendations:?

1.

if the Phase IX [P]rograms are approved, the Company appears
to have a significant shortfall beginning in 2023, one that
continues to grow dramatically through 2025.

While the Company has hired a consultant to work on a
strategic plan for its [EE] [P}rograms, the Company does not
expect to have this plan finalized until the end of this year. As
admitted by the Company in discovery, at best the Company
may be able to incorporate preliminary aspects of the plan in its
next Phase X filing. The full import of the plan, however, such
as recommendations about how the Company can expand
existing [P]rograms and reconfigure its piecemeal approach,
will not be incorporated until late 2022 in its Phase XI filing.
In all likelihood, these [P]rograms will not even be
implemented until 2024. Thus, the Company’s existing
timeline for its strategic plan appears unlikely to help it meet
the savings requirements in 2023 and beyond.

Despite the apparent challenge of meeting the VCEA savings
targets, the Company has provided no evidence in this
proceeding that it is on track for these important energy savings
requirements, and instead appears content to treat the
requirements as aspirational goals.

18

Conditionally approve the 11 new [P]rograms proposed in
Dominion [Energy]’s proposed Phase IX [Petition], with final
approval contingent on a supplemental filing to be filed within
120 days. Such filing shall:

a. Propose [P]Jrogram savings and budgets for the five-year
period beginning January 1, 2022[,] sufficient to ensure
compliance with statutory savings and investment
obligations. While the Company might be expected to
adjust these proposals as necessary in future filings, the
Commission should require this information to ensure the
Company has—and maintains—a reasonable path towards
compliance;

b. Propose a plan and framework for consolidating,
streamlining, and marketing the public-facing aspects of its
approved and proposed [P]rograms to facilitate
participation at the levels required to achieve the VCEA
targets; and

28 /4. at 5-6.
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c. Provide a detailed project management plan and risk
management strategy that demonstrates the Company has
identified and planned for the deployment of the resources
required to implement the revised programs.

2. Establish a procedural process and schedule for the
supplemental Phase IX [Petition] that will allow Commission
Staff and respondents time to review, propound discovery, and
provide analysis and testimony to the Commission regarding
the supplemental [Petition].

3. Direct the Company to periodically update the information
listed in Recommendation #1 and provide such information in
subsequent DSM [Petitions].

4. Approve the Company’s request to extend the DSM Phase II
Non-residential Distributed Generation (DG) Program for an
additional two years, and to extend eligibility and cost recovery
for all [LGS] [Clustomers for the applicable [N]on-residential
DSM [P]rograms.

In support of his observations, conclusions and recommendations, Mr. Grevatt provided
an overview of the policy considerations codified in the GTSA and VCEA and a critique of the
EE savings estimates proffered by the Company.?'® Among other things, he maintained that
Dominion Energy failed to clarify what is meant by the term “Total (Cumulative 2022-2026)
Energy” when providing estimated savings from its proposed Phase IX Programs.??® In addition,
he disagreed with the Company’s interpretation of the 15% minimum budgetary requirement in
§ 56-596.2 of the Code associated with Programs designed for the benefit of low-income,
elderly, disabled customers and veterans and believed “15 percent is a perpetual requirement
[that] would be calculated based on whatever the Company proposes, whether that number is
$870 million or some other number needed to meet the VCEA savings requirements.”??! He also
expressed concern regarding Dominion Energy’s failure to adopt a streamlined portfolio
approach and believed complexities associated with the Company’s portfolio design and
Program requirements are likely to discourage customer participation.??? However, such
concerns were not sufficient to cause him to recommend that the Phase [X Programs not be
approved.??

According to Mr. Grevatt, he recommended approval of the DSM Phase II Non-
residential DG Program’s extension because it can provide benefits to the Company and no
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additional funds in connection with such Program are sought.??* He also agreed with Dominion
Energy that it is reasonable for LGS Customers to be included in the eligible customer pool for
such Program given the VCEA’s modified treatment of LGS Customers replacing “an automatic
exemption to an opt-out process.”?%*

Mr. Grevatt next addressed Dominion Energy’s strategic plan. Although he believed the
development of a strategic plan to be positive, he expressed concerns regarding the timing of the
plan’s finalization and resulting delays in the plan’s use for the development of DSM
Programs.?*® He also viewed comments by the Company regarding the achievability of meeting
statutory requirements to be troubling.??’ In Mr. Grevatt’s assessment, the investment and
energy savings requirements of the GTSA and VCEA are not “aspirational” and, instead,
constitute “direct mandates from the General Assembly.”??®

Regarding Dominion Energy’s failure to produce evidence about its ability to timely
achieve VCEA savings obligations, Mr. Grevatt noted the Company’s acknowledgement in
discovery that it has not analyzed how its proposed DSM Programs and the currently existing
DSM Programs will contribute to VCEA savings requirements.??’ He maintained that Dominion
Energy’s failure to project its DSM accomplishments is inconsistent with the approach of other
utilities subject to regulatory requirements.?3® In addition, he did not believe the type of analysis
for making the associated projections would be particularly challenging.?"

From his own analysis of savings projections included in the Company’s 2020 IRP
Update Filing, Mr. Grevatt concluded Dominion Energy could achieve the 2022 VCEA target
while falling short of targets in subsequent years because of the expiration of previously
approved measures and the associated reduction in savings.?*> Moreover, he analyzed the impact
of the proposed Phase IX DSM Programs and ascertained that they provide only a fraction of the
savings the Company will need to meet the 2023, 2024, and 2025 targets.?** Similarly, he
described the increasing level of savings that would need to be achieved through future proposed
DSM Programs to meet VCEA requirements, among other things, stating:

I calculate that, in addition to the 150,000 MWh Phase IX [PJrogram savings, [the
Company] would need to acquire over 268,000 MWh in new incremental savings
in 2023 in order to just meet the 2023 target. To put 268,000 MWh in context,
this would mean that the Phase X [P]rograms—the batch of [P]Jrograms that
would be implemented beginning 2023—would need to achieve about 3.5 times

224 [d.
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the amount of savings in their first year as compared to the first year of savings
the Company expects to achieve with Phase IX [PJrograms.?**

Given his concerns regarding Dominion Energy’s ability to meet future targets,
Mr. Grevatt opined that the Phase IX proposals “are far too limited.”?*> Such concerns also
supported his conclusion that the Commiission should require the Company to submit a
supplemental Phase IX proposal.?¢

When offering surrebuttal testimony, Mr. Grevatt discussed the difference between gross
and net savings associated with the Company’s DSM Programs and explained that net savings
are the savings actually caused by a Program (and, as such, would not have occurred absent the
Program’s incentive).”*” He believed Virginia’s statutory requirements (as demonstrated by the
inclusion of the word “achieved” in the Code) relate to net savings rather than gross.?*® He also
opined that the difference between gross and net savings could be substantial.?*

Regarding Dominion Energy’s plan to address anticipated energy savings shortfalls,
Mr. Grevatt did not find Mr. Frost’s assurances within his rebuttal testimony to be sufficiently
specific.¥® He indicated he was pleased with the Company’s engagement of a consultant to
assist with its long-term plan but remained concerned regarding timing.2*' In addition, although
he confirmed his support for the Commission’s approval of the Phase IX DSM Programs,
Mr. Grevatt maintained that Dominion Energy’s completion of its strategic plan for meeting
statutory energy savings targets (including risk management and implementation components)
should be accelerated and submitted in connection with its Phase X DSM proposals.?*2

When questioned by Staff, Mr. Grevatt clarified that his concerns regarding Dominion
Energy’s statutory compliance related to savings targets/EE goals, GTSA’s spending targets, and
the 15% requirement for JAQ.2*3 In addition, he supported Staff’s suggestion for the inclusion of
a coupon measure (and direct rural mailing) in the IAQ Program to cover the cost of a six pack
of lightbulbs as a way of maximizing the benefits of the Program.*4

During cross-examination by the Company, Mr. Grevatt explained the concept of
“spillover” as being the opposite of “free ridership” and as occurring when someone is
influenced by a DSM Program but does not elect to collect an associated rebate.?** According to

234 14 at 31,

235 Id. at 33.
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Mr. Grevatt, spillover results in net savings associated with a Program.?*® He also acknowledged
that some states consider gross savings when evaluating DSM Programs.?*’

Regarding his initial recommendation for a supplemental filing, Mr. Grevatt confirmed
the Environmental Respondent is now amenable to the Company providing the planning
information he recommends in its next filing.%*% Although he acknowledged there may be a tight
timeframe associated with providing such information (including the assessment of Dominion
Energy’s overall portfolio, a plan for streamlining and eliminating redundancy, a plan for
improving communications with customers and improving participation, and a plan for meeting
statutory targets), he asserted nothing prevented Dominion Energy from previously doing the
work necessary for such information and maintained that the work must be done.?*® He also
emphasized that his recommendation includes a requirement for the Company to provide detailed
project management and risk management strategies in the long-term plan it submits to the
Commission.?® In addition, he confirmed that his recommended risk management strategy
would include the Company’s plans for addressing things that could go wrong with Program
implementation.?>' Mr. Grevatt did not believe the challenges of working remotely over the past
16 months should have hindered the Company in the development of its long-term DSM plan, 2
Furthermore, he clarified that his recommendation for the conditional approval of the Phase IX
Programs contemplates the reassessment and adjustment of the Phase IX Programs going
forward.?*3

On redirect, Mr. Grevatt recognized the Company’s planning information provided in the
stakeholder process and emphasized that he believes Dominion Energy should be required to
provide more detailed information with its next DSM filing than previously provided — including
a description of the specific scope of work being performed by its consultant.?%*

Staff Testimony

Staff submitted the testimony of Justin M. Morgan, a manager in the Commission’s
Division of Public Utility Accounting and Finance (“UAF”); and Andrew T. Boehnlein, a
senior utilities analyst with the Commission’s Division of Public Utility Regulation (“PUR”).

Mr. Morgan addressed: (i) the impact of the VCEA on the Company’s O&M expense
related margins; (ii) the Company’s cost caps related to proposed and existing DSM Programs;
(iii) Staff’s proposed revenue requirement; (iv) Staff’s audit of program costs for 2019; (v) the

246 14. at 118-20.
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Company’s internal audit of its DSM Programs; and (vi) the Company’s progress towards the EE
goals of the GTSA.2*5 He also offered the following recommendations:2*

1. Approval of a total revenue requirement of $73,244,113,
composed of $78,211,888 for Rider C4A, ($7,904,620) for
Rider C3A, $1,775,979 for Rider C2A, and $1,160,866 for
Rider C1A;

2. Approval of [c]ost [c]aps based solely on the [PJrogram costs
for each approved [P]rogram;

3. That the Company provide, in its next filing, a chart that
summarizes the following for all active programs through the
end of the [T]rue-up period: (1) total incentives; (2) incentive
cost per participant; (3) non-incentive cost per participant; (4)
margin cost per participant; (5) total cost per participant; and
(6) the percentage of margin and non-incentive costs in relation
to total costs; [and]

4. That the Company continue to monitor its progress towards the
$870 million goal of [the GTSA], and to provide updates to this
amount in its annual [EE] filings with the Commission.

According to Mr. Morgan, the VCEA changed the way a margin is awarded for operating
expenses associated with EE and pilot Programs and set forth specific EE savings requirements
impacting the revenue requirement through ROE incentives.”®” He explained that based upon the
VCEA statute, Staff excluded margins for EE Programs beginning January 1, 2022, and believed
any margin awarded pursuant to the VCEA should be applied as part of Dominion Energy’s next
RAC True-up proceeding, subject to the Commission’s review of Dominion Energy’s
achievement of its annual energy standards.?® In contrast to Staff, Mr. Morgan represented that
Dominion Energy did not propose to exclude margins from the revenue requirement beginning
January 1, 2022.%%° Furthermore, he explained that Staff incorporated a margin based upon the
Company’s approved ROE at the relevant time associated with True-up and Projected Cost
Recovery Factor (“Projected Factor”) costs expected to be incurred before January 1, 2022,260
Staff’s exclusion of operating margins after January 1, 2022, resulted in a $4,875,717 reduction
to the Company’s proposed Projected Factor revenue requirement.?®!

5 Ex. 16 and 16ES, at 6. Although Staff submitted public and extraordinarily sensitive versions of Mr. Morgan’s
direct testimony, only the public information is summarized herein.
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Mr. Morgan provided a table summarizing the Company’s proposed cost caps for its
proposed Programs and noted that Dominion Energy’s proposed five-year cost cap for the Phase
IX in the aggregate is slightly less than $162 million.262 Furthermore, based upon language in
the VCEA, Mr. Morgan believed “[c]ost [c]aps [should be] based solely on the Program costs
(excluding margins) for the proposed Phase IX Programs.”?%3 He also provided a table setting
forth a comparative analysis of actual Program costs to the Commission-established cost caps for
active Programs.264

Mr. Morgan acknowledged that the Company’s proposed revenue requirement is based
upon the capital structure and cost of capital (including an ROE of 9.2%) approved in its recent
Rider E proceeding.?%> He testified that the use of such capital structure does not produce a
material difference between Staff’s and Dominion Energy’s revenue requirements.%¢ He also
summarized the differences between Staff’s and Dominion Energy’s recommended revenue

requirements (as initially proposed by Dominion Energy), as follows:2¢

Staff Company Difference
Projected Factor $84,487,114 $89,362,831 $(4,875,717)
True-up Factor $(11,243.001) $(11,243,001) $
Total $73,244,113 $78.119,830 $(4,875.717)

Furthermore, he explained that the revenue requirement will change if the Commission does not
approve all of the Programs proposed by the Company.25

Mr. Morgan explained that Staff’s audit of Dominion Energy’s proposal consisted of two
layers — the first including a review of documentation relating to Program specific and common
costs included in the 2019 True-up and the second constituting a review of the incentive
payments supporting a portion of the costs included in the first layer of review.?®® He testified
that for the audit of the Program specific and common costs included in the 2019 True-up, Staff:
(1) verified the documentation supporting the recorded entry; (ii) verified costs were correctly
classified; and (iii) verified the amounts were correctly calculated.?’® For the audit of incentive
payments, Mr. Morgan affirmed Staff: (i) verified the incentive payment; (i1) verified the work

262 1d at 10-11,

263 1d. at 12.

26 Id. at 13 (the information in such table was designated as extraordinarily sensitive).

5 Id. at 14 (citing Petition of Virginia Electric and Power Company, For revision of rate adjustment clause: Rider
E, for the recovery of costs incurred to comply with state and federal environmental regulations pursuant to § 56-
385.1 A 5 of the Code of Virginia, Case No. PUR-2020-00003, Final Order (Sept. 4, 2020)).
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267 I4, at 15. Mr. Morgan again noted that the difference between Staff’s and the Company’s recommended revenue
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performed and equipment installed met the Program rules; and (iii) verified that the incentive
amounts were correctly calculated.?!

According to Mr. Morgan, Staff did not discover any material discrepancies in its
audit.?’? Nevertheless, he was concerned that 46% of the total costs of all of the Programs
audited in the 2019 True-up were related to non-incentive costs and recommended that the
Company be required to provide more detailed cost per participant information in its next filing
to assist with future Staff audits, and “help the Commission ensure that the Company’s Programs
are being operated with sufficient price protections should anticipated Program participation not
materialize.”?"3

Regarding the requirements of the GTSA, Mr. Morgan stated with the proposals in this
proceeding, Dominion Energy will have proposed approximately $475.7 million of the required
$870 million.2™

Mr. Boehnlein, (i) summarized updates to the Code relative to the Petition, (ii) described
the proposed Phase IX Programs, (iii) discussed Dominion Energy’s Residential IAQ Program,
(iv) examined the Company’s proposed jurisdictional and class revenue apportionment, and (v)
addressed Dominion Energy’s proposed rate design for Riders C1A, C2A, C3A, and C4A 2"

Mr. Boehnlein began his direct testimony by identifying the financial and operational
incentives for achieving EE goals provided in the VCEA.?"® In addition, he explained that the
VCEA requires the Commission to report annually to the General Assembly on actual energy
savings achieved through DSM Programs approved pursuant to the VCEA.?”” He emphasized
that the level of EM&YV used to evaluate DSM Programs will impact the Commission’s
consideration of such savings and could impact the Commission’s approval of future requests for
the construction of carbon-emitting generating units.?’® Furthermore, he maintained that the
environmental justice concerns (addressed in § 2.2-234 et seq. of the Code (““VEJA™)) should be
considered when reviewing the Petition.?”’

Mr. Boehnlein described how the Company’s EE measures impact the Renewable
Portfolio (“RPS”) requirements in § 56-585.5 of the Code by reducing Dominion Energy’s total
energy sales.?®® He also noted that the Percentage of Income Payment Program (“PIPP”)
established in § 56-585.6 of the Code will be funded by a collection of a universal service fee

M Id, at 18.

272 Id

M d. at 19.

274 Id, at 20. Mr. Morgan also provided an extraordinarily sensitive table breaking down the Program-specific cost
components of the $475.7 million total. Jd. at 21.

275 Bx. 13, at 5.

276 Id. at 5-7.

" Id at 7.

278 Id. at 12-19. Furthermore, Mr. Boehnlein explained that the Commission is considering the appropriate level of
rigor and accuracy for EM&YV in another pending case. /d. at 11-12.
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from all customers, and such fee may be mitigated by effective EE Programs.?®! In addition, he
described the VCEA'’s exemption provision for LGS Customers and described the VCEA’s EE
goals.?® Among other things, he explained that § 56-596.2 of the Code establishes the following

energy savings targets to be achieved by the Company:*®3

SPTOTAEABTLE

Year Savings Target % MWh Savings Target
2022 1.25% 862,300 MWh

2023 2.50% 1,724,600 MWh

2024 3.75% 2,586,900 MWh

2025 5.00% 3,449,200 MWh

As a summary of his conclusions regarding the impacts of recent legislative changes,
Mr. Boehnlein stated: 23

The General Assembly has established precise energy savings targets for the
Company. The General Assembly has tied the Company’s profit margins on
DSM [P]Jrogram operating costs to those targets. It has required the Commission
to report on both the feasibility of meeting those targets as well as the extent to
which the Company has done so. The RPS requirements have added a layer of
complexity regarding the Company’s energy sales, which may be directly affected
by [EE] [P]rograms. The PIPP program will be funded by collection of a
universal service fee from all customers, and that fee may be mitigated by
effective [EE] [P]rograms. It is Staff’s opinion that the General Assembly has
placed additional emphasis on the importance of [EE] in the Commonwealth’s
overall energy plan, and rigorous EM&V is one way to be responsive to the new
requirements included in the VCEA. As noted earlier, the required level of rigor
and accuracy for EM&YV is being considered in [the EM&V Determination Case]
currently pending before the Commission.

After discussing the Company’s summary of its proposed Phase IX DSM Programs,
Mr. Boehnlein testified that Staff evaluated the cost-effectiveness of such Programs in |
accordance with § 56-576 of the Code.?®> Among other things, he acknowledged that the
Company’s cost/benefit analysis shows all of the proposed Phase IX Programs pass at least three
of the four cost/benefit tests, except for the Residential IAQ Program and the HB 2789 (Solar
Component) Program.?%¢ He also indicated that Dominion Energy provided updated cost/benefit
tables associated with its existing DSM Programs (except for the Phase VIII Programs which
were not yet fully operational when the Petition was filed).?®” Furthermore, he confirmed that

31 1 at 10, 18-19, 20.
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the Company performed the sensitivity analysis required by the Commission’s Cost/Benefit
Rules. 288

Regarding his evaluation of the Company’s proposed Phase IX Programs,
Mr. Boehnlein first addressed the HB 2789 (Solar Component) Program. He disagreed with the
Company’s contention that its inclusion of the HB 2789 (Solar Component) Program within
Phase 1X was statutorily required.?®® He noted that although “the Code specifically calls for the
costs associated with implementing § 56-596.2:1 A to be counted towards the goal of proposing
$870 million [ ] in DSM [P]rogram spending as defined in Code § 56-596.2, ... the Solar
Component is rof to be counted towards that goal.”?*® Under the circumstances, Staff concluded
the Petition may not be the appropriate “venue” for seeking costs associated with such
Program.?®' He also believed it is unclear who would own the renewable energy credits
(“RECs") associated with rooftop solar facilities included in the HB 2789 (Solar Component)
Program and explained that, although Staff did not take a position of whether the Company could
use solar RECs generated by the Program for RPS compliance, “Staff believe[d] the issues of
retiring the RECs for RPS compliance purposes, the ownership of the RECs, and whether a
payment for retiring the RECs is required should be considered in the Company’s next annual
RPS filing.”??

Regarding the design of the HB 2789 (Solar Component) Program, Mr. Boehniein agreed
with the Company’s proposal to cover the full cost of installation on the customer’s premise.?*?
In addition, he recommended that the Commission consider whether Dominion Energy should
require associated installers to warranty 100% of all installed components for the life of the
system.?%* As explained by Mr. Boehnlein, “[i]t does not seem practical to provide an upfront
benefit to these customers to reduce their bill impact, if there are significant long-term costs for
which the customer would be responsible.”*%®

Regarding the Residential Water Saving Program (EE and DR), Mr. Boehnlein noted
that the EE portion of this Program (including efficient water heating pump and energy efficient
pool pump measures) does not pass the RIM test and raised benefit and environmental justice
concerns associated with the limited application of the pool pump measure.?*® In addition, he
noted the DR portion of this Program does not pass the PCT test and suggested participating
customers may eventually decide to leave the Program because it is designed to allow Dominion
Energy to cycle off of associated equipment when customers will most likely want to use it.?*’
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Mr. Boehnlein also discussed the Company’s prior experience with administering a hot water
heater related Program (Rider J).>%

Regarding the Residential Virtual Audit Program, Mr. Boehnlein explained that this
Program contemplates a customer completing an audit on their own and receiving suggested
measures and improvements.?*® He noted this Program is similar to three formerly approved
DSM Programs (Phase VII Residential Home Energy Assessment Program, Phase V1l
Residential Manufactured Homes Program, and Phase VIII Residential Home Retrofit Program),
and suggested there is no need for such Programs to be separated.’®® Moreover, he described
technical considerations (relating to the use of a central data base) that would, in his assessment,
facilitate the consolidation of the Company’s various self-auditing Programs. He also identified
two benefits from consolidating such Programs — the reduction of implementation and
administrative costs and the increased efficiency of the consolidated Program.*®! Furthermore,
he believed diversity in DSM offerings is important, explaining: “[t]o the extent that the
Company offers four substantially similar [P]Jrograms, the Company may succeed in meeting the
spending goals of the GTSA [but] [i]t is unlikely ... that the Company will be able to meet the
goals of the VCEA this way.”302

Regarding the overall design characteristics of the Phase IX Programs,
Mr. Boehnlein suggested Dominion Energy should consider ways to extend its marketing
strategies to reach as many potential participants as possible and “drive participation.”%
Furthermore, he explained that Staff did not oppose Dominion Energy’s requests to extend the
Non-residential DG Program and expand the participation requests for various Non-residential
Progrgorzls consistent with the VCEA (and statutory changes relative to exemptions and opt
outs).

Mr. Boehnlein ultimately clarified that Staff does not oppose the Phase IX Programs as
filed.>® However, he found it appropriate to provide an extensive description and critique of the
Company’s proposed Residential IAQ Program included in Phase IX.>% Among other things, he
noted that the proposed Residential IAQ Program constitutes a replacement of a previously
approved Program.*?” He also highlighted such Program’s apparent exclusion (through its
design) of customers not living in multi-family housing and believed such exclusion may raise
environmental justice concerns.>® In addition, he explained how, in his assessment, the design
of the Residential IAQ Program inflates the cost of the measures included within it (thereby
lowering associated energy savings), and opined that the minimum energy savings achieved
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through the Residential IAQ Program are inconsistent with the Code (and, in particular, recent
statutory changes supporting the provision of more benefits to low income, elderly, and disabled
customers).3%

Regarding EM&V, Mr. Boehnlein testified that he reviewed the EM&YV plans provided
with the Company’s proposed Programs.®!® Among other things, he questioned the Company’s
continued use of deemed values for baselines, deemed savings calculations, and estimates of
savings from EE measures and Programs as an appropriate means of demonstrating DSM
measures as the proximate cause of reduced energy usage.*!! Similarly, he noted not all of
Dominion Energy’s proposed EM&V plans offer an evaluated savings approach and maintained
such approach is more rigorous than the tracked savings approach included in the EM&V plans
accompanying some of the proposed Programs.>'? In addition, he emphasized that although the
Company requires applicants to provide EM&V information in the RFP process, EM&V efforts
are ultimately conducted through a third-party evaluator, DNV, and not by Dominion Energy.'?
Mr. Boehnlein explained that the Company contends the precise EM&V methodology used to
evaluate the proposed Program is not determined until after the Program is approved because of
associated costs.3'* Given the requirements of the VCEA, however, Mr. Boehnlein believed the
Company should engage with DNV beginning with the RFP process and going forward to
“ensure Dominion [Energy] is selecting [P]Jrograms that will necessarily lend themselves to
rigorous measurement and verification strategies.”*'3

Moreover, Mr. Boehnlein discussed DNV’s EM&V calculations for previously approved
Programs, suggested improved overall DSM Program designs could simplify EM&V, and
described potential difficulties arising from the Commission’s delayed receipt of useful EM&V
information associated with the Phase IX Programs.*'® In sum, he offered the following
conclusions regarding the development of EM&YV plans for Dominion Energy’s DSM

Programs:3"’

It is possible to develop rigorous EM&V plans in conjunction with [P]rogram
design. It is not a waste of Company resources or time to do so. The
Commission may find it necessary for the Company to do so because the
Commission is now legally obligated to report to the Governor and the General
Assembly as to the success, or failure, of the Company’s [EE] efforts.

39 1d. at 60-61, 71, 95.

30 1d. at 72,

I 1d. at 72-73.

312 /4. at 73, 81. Later in his testimony, Mr. Boehnlein opined that a deemed savings approach is not responsive to
prior Commission Orders requiring more rigorous EM&V and suggested the Commission may find the evaluated
savings approach to be more rigorous. /d. at 87.
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Mr. Boehnlein found the Company’s cost allocation methodology to be consistent with
the methodology approved by the Commission in its July 30, 2020 Order.>'® He did not raise
any issues concerning the allocation of costs or the calculation of the proposed Riders CI1A,
C2A, C3A, and C4A.3"° He stated further:*%°

Should the Commission approve a revenue requirement that differs
from the Company’s requested revenue requirement of
approximately $78.1 million in this case, Staff recommends that
the Riders C1A, C2A, C3A and C4A surcharges should be
adjusted proportionately.

Regarding Dominion Energy’s future DSM programing, Mr. Boehnlein again opined that
compliance with the VCEA necessitates the Company’s maximization of participation and
marketing efforts, selection of Programs that spend money efficiently to maximize energy
savings, and provision of rigorous EM&V.*?' He also maintained it is currently unclear whether
Dominion Energy will meet the requirements of the VCEA.*?2 His concern was heightened by
Mr. Grevatt’s analysis (which was conducted using the Company’s EM&YV data, the rigor of
which was questioned by Staff, showing the Company’s inability to meet VCEA
requirements).??3

When providing surrebuttal testimony, Mr. Boehnlein reiterated Staff’s position that
Dominion Energy’s proposed IAQ Program has implications relative to the newly enacted VEJA
and believed IAQ Program design deficiencies could preclude an equal opportunity for
low-income, elderly and disabled customers to participate.*** He also noted that the Company
failed to update a discovery response related to the HB 2789 (Solar Component) Program
regarding participant exposure to additional costs. However, he was pleased that the Company
has now agreed in principal (as reflected in Mr. Frost’s rebuttal testimony) that low-income,
elderly, and disabled customers should be shielded from future costs associated with such
Program.’?® He continued to support Staff’s REC ownership position and expressed concern
regarding Dominion Energy’s inability to provide participant cost information in discovery
responses.326

Regarding the pool pump component of the Company’s DSM proposal, Mr. Boehnlein
acknowledged during the hearing that a participant may not notice a DR event but maintained
that such event would likely lesson the EE benefits of the Program.>?’ He continued to express
concern about low-income customers paying for the pool pumps of more affluent customers and
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he questioned whether the pool pump measure is necessary to induce more affluent customers to
buy EE pool pumps.>?$

Regarding his criticism of Dominion Energy’s Phase IX IAQ Program, Mr. Boehnlein
suggested that the Company’s reference to other low-income customer offerings fails to address
Staff’s point that design flaws in the Phase IX IAQ Program result in its failure to adequately
address the needs of customers living outside of densely urban areas.’?® He also differentiated
administrative eligibility from the actual ability to receive access to a Program.**® Moreover,
although he denied contending that the only intent of the weatherization service provider
(“WSP”) network members is to maximize revenues, he continued to assert that the Company’s
incentive structure encourages the installation of EE measures in multi-family buildings.*'
Furthermore, he clarified that Staff does not recommend Commission denial of the IAQ Program
but, instead, recommends that the Commission require the provision of detailed cost support for
IAQ Programs in future filings.>*? In addition, he expressed confusion regarding Mr. Hubbard’s
reference (in rebuttal testimony) to health and safety measures within the IAQ Program based
upon documentation filed with the Petition.*** He also continued to express concern regarding
the cost of the IAQ Program ($40 million) in relation to its benefits (saving of 67 kWh or $7.39
annually) and believed the benefits of the Program will be absorbed by its designer and
implementor before reaching customers.33*

Regarding EM&V, Mr. Boehnlein continued to maintain that deemed savings are not
particularly useful for determining energy savings in actual practice.>*®> He also asserted that the
Commission will have only one year of comparatively rigorous EM&V data from the fifth year
of the Phase IX DSM Programs (2026) before evaluating Dominion Energy’s compliance with
statutory savings standards.**® In addition, he highlighted language in a prior Commission order
indicating that the deems savings approach does not provide a sufficient EM&V estimate and
supported Staff’s recommendations in the EM&V Determination Case when countering
Company witness Feng’s suggestion that Dominion Energy should not expend resources on
improving the accuracy of EM&V measures.>’

Mr. Boehnlein highlighted Staff’s overall concerns regarding missed opportunities in the
Phase IX portfolio relating to participant access, a lack of urgency in meeting VCEA goals

38 Id, at 143.
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demonstrated by limited participant access, and the potential for leaving energy savings
unrealized by excluding portions of the Company’s service territory.>3?

When questioned by the Environmental Respondent, Mr. Boehnlein confirmed his
understanding of § 56-585.1 A 5 ¢ of the Code regarding the Commission’s possible denial of a
margin if Dominion Energy fails to meet energy targets associated with approved Programs.?*
Furthermore, although he acknowledged that it may be a good idea for the Company to be
required to propose sufficient Programs to meet its annual savings requirements in future DSM
filings, he declined to offer an opinion on whether Staff would propose such a requirement. 34

When questioned by Consumer Counsel, Mr. Boehnlein confirmed Staff’s understanding
of the average annual energy savings associated with Dominion Energy’s proposed Phase IX
IAQ Program and its savings and cost as compared to the Phase V11 IAQ Program (the Phase [X
IAQ Program producing less savings than its Phase VII counterpart at double the cost).>!
Furthermore, he clarified Staff’s belief that customer savings from the Phase VII TAQ Program
have been inadequate.>** He also expanded upon his explanation of how Dominion Energy’s
failure to maximize savings from its DSM Programs could require non-low income ratepayers to
pay higher PIPP charges.**® In addition, regarding the Company’s proposed pool pump measure,
Mr. Boehnlein affirmed Staff expressed a comparable concerns regarding a similar proposal
made by Appalachian Power Company (“APCo”) in another Commission case.>**

During cross-examination by Dominion Energy, Mr. Boehnlein acknowledged Staff does
not have a specific recommendation relative to the pool pump measure but, instead, merely
highlighted environmental justice concerns for the Commission’s consideration.*** He also
acknowledged the Company’s proposed Residential Water Savings Program appears to meet the
statutory public interest standard based on applicable cost/benefit tests.>*¢ Furthermore, he
agreed he has not provided any work product or analysis supporting the denial of the Residential
Water Savings Program (other than his testimony).>*” Similarly, he indicated that Staff has not
conducted a cost/benefit analysis of the Residential Water Savings Program without the pool
pump component.**® He was ambivalent regarding whether stakeholder support of the pool
pump measure should carry any weight because, in his assessment, the proposal is a Company
measure rather than a stakeholder measure.>*

338 14 at 159-60.
339 4. at 163-64.
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Regarding Dominion Energy’s proposed Residential Virtual Audit Program,
Mr. Boehnlein clarified that Staff believes the Company’s Home Energy Assessment,
Manufactured Homes, Home Retrofit, and Residential Home Audit Programs should be
consolidated.>® Nevertheless, he acknowledged that the proposed Residential Virtual Audit
Program passes three of the four cost/benefit tests as an individual Program.3*!

Regarding health and safety, Mr. Boehnlein further explained Staff’s confusion regarding
the inclusion of health and safety expenditures (a 15% spending cap) in the Phase IX [AQ
Program by noting that he thought references to such expense in Dominion Energy’s testimony
were mistakenly transposed from a prior filing (relating to the health and safety components of
HB 2789).3%2 His belief that the Company’s prefiled testimony included a mistake was
supported by the failure of Dominion Energy to include specific health and safety measures with
Program design information that it provided to the Commission.>*® He acknowledged that Staff
did not have a specific recommendation regarding health and safety expenditures in the Phase IX
TAQ Program but maintained it was unusual for the Company not to include a specific
explanation regarding how such money would be spent.>3

Mr. Boehnlein acknowledged that the Commission previously approved a mid-stream
point of sale discount measure for light bulbs with the Company’s Phase VII DSM proposal
despite Staff’s concerns about the measure (the substance of which were again raised in this
case).*>® Furthermore, in response to statutory provisions relating to the stakeholder process,
Mr. Boehnlein contrasted the discovery process available in formal Commission cases as a
preferable mechanism for Staff to fully investigate Dominion Energy’s DSM proposals and
emphasized that the Company is not bound by the recommendations Staff could make in the
stakeholder process.>*

When asked about EM&V, Mr. Boehnlein confirmed the Code’s definition of “measured
and verified” includes engineer-based estimates of energy and demand savings and agreed the
deemed saving approach constitutes such a methodology.>>” However, he maintained that the
statutory definition contemplates additional verification mechanisms.?*® He also highlighted the
Commission’s prior concerns regarding the level of the Company’s EM&YV analysis.?>?
Furthermore, although he maintained that the Commission could consider the proper level of
EM&YV in this case, Mr. Boehnlein believed it reasonable to expect the Commission’s
conclusions in the EM&V Determination Case would apply to the Programs at issue in the
Petition,?%0
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31 1d. at 185-86.
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On redirect examination, Mr. Boehnlein confirmed the Code’s recognition of
Commission authority to determine the appropriate EM&V mechanisms for DSM Programs.>
He also confirmed the Company’s cost/benefit analysis of the Phase IX DSM Programs is not
based on actual data.’? Furthermore, he opined that a Commission decision regarding the public
interest could be based on policy conclusions rather than Staff work product.*®® In addition, he
agreed that Staff could not make a recommendation regarding measures that were not clearly
identified in the Petition (such as health and safety measures).’®* Regarding the stakeholder
process, Mr. Boehnlein again emphasized the differences between such process and a formal
Commission case and noted that it is the Commission, and not Staff, that determines the final
outcome of annual DSM proceedings.*®> Finally, regarding his criticisms of the Company’s
DSM Programs, Mr. Boehnlein affirmed that Staff does not recommend denial of Programs or
measures but, instead, makes recommendations regarding how such Programs and measures
could be made better.*56

61

Dominion Energy Rebuttal Testimony

Dominion Energy submitted the rebuttal testimony of Mr. Frost; Mr. Hubbard,
Ms. Lecky; Mr. Hewett; Ms. Catron; and Ms. Feng.

Mr. Frost responded to Environmental Respondent and Staff testimony regarding:
(1) the Company’s progress towards meeting the metrics of the GTSA and VCEA; (ii) the HB
2789 (Solar Component) Program; (iii) environmental justice; and (iv) EM&V.3¢’ He noted the
general support in this proceeding for the Company’s proposed Phase IX DSM Programs, the
extension of the Non-residential DG Program; and the expanded eligibility for previously
approved Non-residential DSM Programs.®® Furthermore, he advised that the Company would
“continue to work with the parties here, Staff, and most importantly, our stakeholders, to ensure
we are on the right path to achieve the applicable public policy goals in furtherance of the
Commonwealth’s overall clean energy and decarbonization goals.”3%

Mr. Frost agreed with Staff and the Environmental Respondent that Dominion Energy did
not include current or projected energy savings totals as a percentage of 2019 jurisdictional sales
in the Petition.’”® He maintained that the inclusion of such amounts with the Petition would be
“premature” because the VCEA’s savings target does not take effect until 2022 and a
determination of whether the Company has met the target will not occur until 2023.37'
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Nevertheless, on rebuttal he provided the Company’s current forecast of EE savings in
recognition of stakeholder interest.3’?> He also represented that Dominion Energy is committed to
providing comparable information as part of its annual DSM filings going forward.*”®

Mr. Frost responded to Environmental Respondent witness Grevatt’s opinion that it is
highly unlikely Dominion Energy will be able to meet its statutory obligations without
significantly modifying its current efforts.>’* He agreed with Mr. Grevatt’s assessment of a
savings shortfall.3”> He also explained that although the Company projects it will meet the
VCEA savings targets in 2022, more will need to be done to meet the targets in 2023.37¢
Moreover, he represented that Dominion Energy is developing a long-term plan to address the
shortfall with stakeholders.?”” In addition, he outlined the expected components of such
long-term plan.®”® He stated further: “[t]he Company will work closely with stakeholders to
assist the Company in reaching the VCEA savings targets the General Assembly has set, and we
will work collaboratively to operationalize their input into [P]rograms and other actions.”3”

In addition to its development of a long-term plan, Mr. Frost described the Company’s
efforts to increase customer “uptake”/participation in DSM Programs.>¥® Among other things, he
testified that Dominion Energy plans to issue an RFP for supplemental marketing services.’®' He
also indicated that the Company was amenable to increasing administrative costs associated with
increased marketing if Staff believes such expenditures are warranted.>%2

MTr. Frost asserted that Dominion Energy’s “vision for the future of DSM” is consistent
with Mr. Grevatt’s recommendation for a streamlined DSM design improving savings
performance.’$? To achieve such goal, he believed the customer experience must be improved
by making participation “intuitive and easy.”*® Furthermore, he testified that the Company is
committed to developing consolidation and marketing alternatives associated with the
Residential Virtual Audit, Home-Energy Assessment, Manufactured Homes, and Home Retrofit
Programs proposed and intends to propose such options in future Commission cases.?%
Similarly, he indicated that the Company would review its other DSM Programs to determine if
consolidation alternatives may be appropriate.*8

372 14, at 4-7. Mr. Frost also provided rebuttal tables presenting energy EM&V historical and projected savings data.
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Mr. Frost urged the Commission to reject Mr. Grevatt’s recommendation that the
Company be required to submit a supplemental filing in 120 days proposing new savings and
budgets for the Phase IX Programs.*®” According to Mr. Frost, adoption of such
recommendation is inappropriate because: (1) it would be disruptive to, and increase the cost of,
the RFP process used in securing necessary DSM vendors; (2) Dominion Energy has committed
to moving toward a more streamlined approach; and (3) the submission of a supplemental filing
is impractical and unnecessary given the deadline for a final order in this case (early September
2021) and the Company’s expected filing of a new DSM Update in December 2021 .3%8

Regarding the proposed HB 2789 (Solar Component) Program, Mr. Frost updated
Dominion Energy’s steps to facilitate the implementation of such Program subsequent to filing
the Petition (including the issuance of a Request for Qualifications and Information).® He
disagreed with Staff’s suggestion that the HB 2789 (Solar Component) Program should not have
been included with the DSM Update and, instead, believed the General Assembly intended it to
link the HB 2789 heating and cooling/health and safety initiative previously approved by the
Commission with the HB 2789 (Solar Component) Program.>*® He also believed the inclusion of
the HB 2789 (Solar Component) Program within the DSM Update will facilitate Staff audits.*”!
In his assessment, the General Assembly’s addition of subsection g to § 56-585.1 A 5 of the
Code further supported the Company’s inclusion of the HB 2789 (Solar Component) Program in
the DSM Update.**2

Mr. Frost disagreed with Staff’s conclusion that the ownership of RECs generated by the
HB 2789 (Solar Component) Program should not be retained by the Company.3?* Instead, he
supported Dominion Energy’s ownership of the associated RECs for use in complying with its
RPS responsibilities and maintained that such retention of ownership would reduce RPS costs for
customers.>** In addition, Mr. Frost supported the Commission’s resolution of the REC
ownership in this case “so that the Company will have clarity on [PJrogram design before
offering to eligible participants.”%

Regarding Staff’s recommendations for the protection of customers participating in the
HB 2789 (Solar Component) Program, Mr. Frost confirmed that Dominion Energy is committed
to ensuring that the Program participants participate at no cost.>*® However, he did not believe
the “warranty” requirement recommended by Staff is necessary.*®’
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Mr. Frost disagreed with Staff witness Boehnlein’s suggestion that design issues related
to the Company’s IAQ Programs (previously approved as part of Phase IV and proposed as part
of Phase I1X) raise environmental justice issues impacted by the VEJA.>**® He did not believe
such Programs fit within the definition of environmental justice under the VEJA.3%°
Nevertheless, he affirmed that Dominion Energy takes its responsibilities to the community and
environmental justice issues seriously.*®® Similarly, he suggested that the environmental justice
concerns raised by Staff witness Boehnlein regarding the Phase IX Residential Water Savings
Program are not supported by the VEJA 40!

BPLBTLOTE

Regarding EM&V, Mr. Frost believed the EM&V Determination Case will sufficiently
address the EM&V concemns raised by Staff witness Boehnlein.**> He also confirmed Dominion
Energy “will follow Commission guidance or directives as it relates to EM&V.”0?

When providing surrebuttal, Mr. Frost committed to the Company’s “all-of-the above
approach” in the development of planning information to be submitted in its December DSM
filing — including short-term, medium-term, and long-term recommendations to improve its
DSM Portfolio addressing issues such as gaps in its Programs and measures, marketing,
streamlining the Company’s DSM Programs, and improving the overall customer experience.*%*
He also indicated that the stakeholder process would assist in the development of such planning
information.*®® Moreover, he reiterated his position that Staff’s participation in the stakeholder
process would be valuable.*%

During cross-examination by the Environmental Respondent, Mr. Frost suggested that
information from the Cadmus report (which will be completed by the fourth quarter of 2021)
should be included as part of the strategic report filing in December 2021, together with ideas
from other sources.*"’

When questioned by Staff, Mr. Frost clarified that an evaluation is necessary to determine
the possibility of expanding its current marketing opportunities without increasing administrative
costs. 08 '

Regarding the HB 2789 (Solar Component) Program, Mr. Frost continued to maintain
that the Company’s retention of associated RECs makes common sense as a means of decreasing
costs for customers.*? He was unsure whether the issue of REC treatment is normally
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considered in the context of a RPS case.*!? He also confirmed Dominion Energy’s commitment
to ensuring participation in the HB 2789 (Solar Component) Program will come at no cost to
participants for the life of the associated solar panel (and would include costs of removal).*'! In
addition, he agreed that the Company could (and may) bring Staff’s suggestions into the
stakeholder process.*!?

Mr. Hubbard responded to Staff’s testimony relating to: (1) Staff’s audit of the
Company’s active Programs; (2) Staff’s recommendation regarding Program duplication; and (3)
Staff’s concerns about the IAQ Programs, the Residential Water Savings Programs; and the
Residential Efficient Products in Marketplace Programs.*!?

Regarding Staff’s audit, Mr. Hubbard suggested Staff’s failure to discover any material
discrepancies in documentation relative to Program-specific and common costs and incentives
“are indicative of the improvements the Company made over the years with respect to our
quality control and assurance procedures.”*'* He also represented that Dominion Energy intends
to continue to review its control procedures going forward.*'> Furthermore, he responded to
Staff witness Morgan’s recommendation for the Company’s submission of a chart in future DSM
filings summarizing certain information by noting that such information is already included in
Dominion Energy’s annual EM&V filing.*!S Nevertheless, he indicated that the Company did
not object to Staff’s request for the inclusion of such a chart in future filings.*!” In addition, he
emphasized that Staff witness Morgan raised his concern regarding the level of non-incentive
costs associated with the Company’s Programs before correcting his testimony to reflect a
decrease in such costs (from 46% to 32%) and maintained Dominion Energy’s incentive/non-
incentive cost ratio is “in line or lower than other utilities.”'® Moreover, he asserted that the
adoption of Staff’s recommendations regarding marketing and EM&YV would significantly
increase non-incentive costs.*!?

In response to Staff’s concerns regarding the potentially duplicative nature of the
Residential Virtual Audit, Home Energy Assessment, Manufactured Homes, and Home Retrofit
Programs, Mr. Hubbard first noted that all four Programs passed three of the four cost/benefit
tests and, therefore, are deemed in the public interest.*?° Furthermore, he disagreed that the four
Programs serve as substitutes for each other because of the differing customer assessments
applicable for the Programs.*?! Nevertheless, he confirmed that Dominion Energy will
investigate opportunities to streamline such Programs.*?? In addition, Mr. Hubbard represented
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that the Company does not oppose Staff’s recommendation for allowing customers who have
participated in prior Company EE audits to participate in the Residential Virtual Audit Program
proposed in Phase [X, if such customers did not install the same measures when participating in
the earlier Programs.*?

EPTOTLOTE

In response to Staff’s concern that customers living in single family, mobile or
manufactured homes are being excluded from participating in Dominion Energy’s current [AQ
Program, Mr. Hubbard highlighted other DSM Programs benefiting low-income customers and
the EnergyShare Program’s weatherization benefits.*** He denied that multi-family homes are
being served to the detriment of other housing types and contended the Phase IV IAQ Program
filled a prior void.*?

Furthermore, although Mr. Hubbard acknowledged that the Company’s website
previously indicated access to Dominion Energy’s “now ended” Phase IV IAQ Home
Improvement Program could be limited based on where and when qualified WSPs operate, he
testified that such a post has been removed and clarified that the applicable implementation
vendor has now qualified contractors who can provide services to customers in areas where there
is not an available WSP.“?¢ He stated further: “[t}he Company is not aware of any situation in
which an eligible and interested customer has been denied or otherwise not received services.”**’
Moreover, he disagreed with Staff witness Boehnlein’s suggestion that the maximation of
revenues is the sole goal of state WSPs (who provide services in coordination with the
Department of Housing and Community Development).*?8

Mr. Hubbard maintained that Dominion Energy’s IAQ Programs, as well as EnergyShare,
have delivered value energy savings to vulnerable customers.*?> He noted that the stakeholder
group has supported such Programs.*® In addition, he disputed Staff witness Boehnlein’s cost-

effectiveness review of the IAQ Programs, stating:*!

[EE] [P]rograms that deliver benefits to low-income, elderly, and disabled
populations are inherently different from other types of [P]rograms, which is why
they receive special status under the law with respect to the public interest
standard. The Company’s IAQ Programs are part of a greater network of state
and federal programs designed to benefit these target populations and should be
viewed through that lens.

In response to Staff’s concemns regarding possible depressed customer participation in the
Residential Water Savings Program, Mr. Hubbard maintained that the majority of expected
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participants would not be impacted by the DR aspects of the Program (if they enroll in the DR
component for an annual incentive) because they would not notice a DR event occurring or be
inconvenienced by it.**? Furthermore, he differentiated the Residential Water Savings Program
from the AC Cycling Program.**® In addition, he disputed Mr. Boehnlein’s suggestion that the
Residential Water Savings Program is targeted to affluent customers and noted that it was
recommended by the stakeholder group.*3*

In response to Staff’s concerns regarding the design of the Residential Efficient Products
Marketplace Program, Mr. Hubbard noted that the Program has not changed since it was
approved.*® He also described the technology used in the Program’s design and emphasized its
popularity with residential customers.**® Furthermore, he represented that he would share with
the Program’s designer Staff’s recommendation of a phone app linked to customer accounts to
obtain a coupon code for the Program.**’ He also encouraged Staff to participate in stakeholder
meetings to provide suggestions in the future and noted “[f]eedback provided within the
stakeholder process is more easily acted upon than comments received during a litigated
proceeding. 3

When providing surrebuttal testimony, Mr. Hubbard clarified, in response to Dana
Wiggins testimony, that Dominion Energy developed income eligibility criteria for the TAQ
Program based upon coordination with the stakeholders and is willing to incorporate
modifications to the income criteria going forward if given the flexibility by the Commission.*
In addition, he confirmed the Company’s request for the approval of refrigerator replacement and
floor insulation measures in the IAQ Program and explained that such measures were included in
the IAQ Program budget.*® Furthermore, he explained that Dominion Energy did not include
specific health and safety measures in the proposed IAQ Program because of the need to provide
installation professionals with flexibility regarding the precise health and safety requirements of
Program participants.**! Moreover, he affirmed that all measures under the IAQ Program are
provided to participants at no cost.*?

39

During cross-examination by Staff, Mr. Hubbard acknowledged Dominion Energy’s shift
of the IAQ Program’s focus in 2015 to multi-family homes following consultation with various
stakeholders, including the WSP network.** In addition, in response to a prior representation on
the Company’s website relating to its prior IAQ Program (and concerns raised by Staff about
rural access), Mr. Hubbard highlighted various alternatives for low-income customers to obtain
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access to weatherization services, if they are unable to contact a local WSP.*** Mr. Hubbard
subsequently guaranteed that customers meeting the income criteria (80% of the local or 60% of
the state median) will not be denied participation in the Phase IX IAQ Program based upon his or
her geographic location.**

Mr. Hubbard reiterated his opinion that the General Assembly gave IAQ Programs a
special status with regard to cost/benefit requirements because of impediments to low-income EE
access and participation.**® Furthermore, he agreed that the Company did not present a detailed
cost breakdown for each measure in the proposed Phase IX IAQ Program but, instead, provided
total cost estimates formulated by the Program designer based upon market intelligence.**’ He
maintained such cost flexibility over the Program’s approval period is important.**® In addition,
although he acknowledged that the projected savings per participant in the Phase IX IAQ
Program is only an average of 67 kWh per year, he noted there is a wide range projected savings
per participant (including some participants who would realize less savings than 67 kWh per
year) and continued to defend the design of the proposed Phase IX TAQ Program as being
beneficial for low-income customers.**

Regarding Phase IX IAQ Program funds designated for health and safety, Mr. Hubbard
clarified that the Company intends to allocate 15% of the budget to different providers (based on
need and census data) to go toward health and safety measures but not 15% of the overall $40
million budget for the IAQ Program.*° In addition, although he acknowledged health and safety
measures are not EE measures, he maintained that they enable EE and believed it is appropriate
for ratepayers to pay for such non-energy efficiency measures in the context of the JAQ
Program.*! He also affirmed that contractors performing the health and safety work are required
to provide a detailed cost breakdown to the Company and such information is subject to audit
and a quality assurance process.**? Similarly, he affirmed that health and safety costs were
included in Dominion Energy’s cost/benefit analysis of the Phase IX IAQ Program.**3

Regarding the stakeholder process, Mr. Hubbard agreed that the Company is not required
to accept all recommendations made by stakeholders.*** When asked if Dominion Energy would
be required to accept Staff’s recommendations within the context of the stakeholder process,

Mr. Hubbard represented that the Company considers all suggestions.**®
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Ms. Lecky responded to the testimony of Staff witness Morgan and updated parts of her
direct testimony and her proposed revenue requirement for Riders C1A, C2A, C3A, and C4A to
reflect adjustments identified by Dominion Energy in its 2021 Triennial Review.**$ She also
responded to Staff’s recommended exclusion of margins from the revenue requirement
beginning January 1, 2022.4%7

Ms. Lecky explained that the Company updated the 2019 True-up component of the
revenue requirement in this case (pertaining to Riders C1A, C2A, and C3A) based upon more
recent adjustments.*® Furthermore, although Dominion Energy maintained that the Commission
has the discretion to approve the inclusion of a margin as a project cost, she provided a
recalculation of the Projected Factor removing the margin expense for the months of January
through August 2022 for informational purposes.**® Specifically, she recalculated a Rate Year
revenue requirement in the amount of $73,837,376 based upon Staff’s recommendation for the
exclusion of a margin for the relevant period.“®® With the margin included (and including the
adjustments from the 2021 Triennial Review), she recalculated and supported a rebuttal Rate
Year requirement of $78,713,092.46' However, because this amount exceeds the noticed revenue
requirement of $78,119,830, she confirmed that the Company’s recovery should be limited to the
amount noticed and indicated any difference between her rebuttal revenue requirement and the
amount approved by the Commission can be addressed in a future True-up.46?

At the hearing, Ms. Lecky sponsored a chart outlining three revenue requirement
scenarios and associated residential class allocation factors, residential class revenue
requirements, and residential class rate and bill impacts at issue. Such chart reflects the
Company’s initially requested revenue requirement of approximately $78.1 million; a second
revenue requirement of approximately $73.8 million (removing a margin from January through
August 2022 and including the True-up Factor for Riders C1A, C2A, and C3A the adjustment
from the Company’s 2021 Triennial Review); and a third revenue requirement of $78.7 million
including the 2021 Triennial Review adjustment and the margin.*®® She also confirmed her
understanding that if a newly approved DSM rate goes into effect after the Rate Year was
scheduled to begin, the existing rate would continue until the new DSM rate goes into effect.*64

When cross-examined by Staff, Ms. Lecky represented that Dominion Energy defers to
Commission discretion regarding the margin issue.*6®
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Mr. Hewett presented updated allocations for the Virginia jurisdictional customer classes
for Riders C1A, C2A, C3A, and C4A used for the revenue requirement apportionment.*® He
explained that he updated his proposed allocation factors in response to the adjustment included
in Dominion Energy’s supplemental 2021 Triennial Review filing.*®’ In addition, he confirmed
that he used the same cost allocation methodology for the Virginia jurisdictional classes as he
used in his direct testimony.*®®

Ms. Catron updated her calculation of the Company’s proposed RACs supported in its
2020 DSM Update to reflect the Company’s rebuttal revenue requirement and updated allocation
factors.*® She denied modifying the methodology used in her calculation of revised Rider C14,
C2A, C3A, and C4A.*7® Furthermore, she explained that the Commission’s approval of
Dominion Energy’s revised, proposed DSM RACs (incorporating the adjustment from the
Company’s 2021 Triennial Review and retaining Dominion Energy’s margin proposal) would
decrease the monthly bill of a residential customer using 1,000 kWh a month by $0.16.%"!

Ms. Feng responded to Staff’s recommendations for the Company to develop and file
detailed EM&YV plans with its proposed DSM Programs, addressed the applicability of certain
EM&YV methods to specific DSM Programs, and responded to Staff comments regarding EM&V

L 4T
rigor.

Ms. Feng provided an overview of DNV’s process for developing EM&YV plans for each
stage and opined that it would be inappropriate to deviate from the current EM&V planning
timeline.*” She also explained that EM&V work plans include details determined “based on the
actual participation counts and types and volume of measures installed in the [PJrogram at the
time of evaluation.”"*

Ms. Feng disputed Staff witness Boehnlein’s conclusion that EM&V strategies relative to
the Residential Efficient Products Marketplace Program have changed.*’> Among other things,
she explained that DNV uses the deems savings method to track savings associated with EE
Programs whether or not an impact evaluation is conducted and the results of both approaches
are included in the Company’s yearly EM&V report.’® She explained further: “[d]eemed
savings calculations are needed to track [PJrogram accomplishments on an ongoing basis, while

466 Ex. 21 and 21ES, at 1 and Rebuttal Schedules 1-4. Although Mr. Hewett submitted a public and extraordinarily
sensitive version of his prefiled rebuttal testimony, only the public information is summarized herein.

%714, at 1.

468 Id.

469 Ex. 22, at 1.

40 1d. at 3.

47 14, at 3 and Rebuttal Schedule 3. As clarified at the hearing, however, the impact on residential rates would
remain essentially unchanged as a result of this case even if the Commission adopts the Company's proposed
rebuttal revenue requirement including a margin because of limitations associated with the noticed revenue
requirement amount. See Ex. 20; Tr. at 282.

42 Ex, 23, at 1.

B [d. at 3-4.

M Id. at 3.

5 1d. at 5.

476 Id
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impact evaluations are conducted periodically.”*”” She highlighted information provided in the
Company’s May 15, 2020, EM&V Report relative to the Residential Efficient Products
Marketplace EM&V plan.*7® In addition, regarding DNV’s EM&V’s activities for the
Residential Efficient Market Place Program, she represented as follows: “[o]nce there was
sufficient participation and data, DNV conducted the impact evaluation and has now
incorporated those results into the most recent EM&V report filing made on May 14, 202
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Ms. Feng also disagreed with Staff witness Boehnlein’s conclusion that less rigorous
EM&V would make it easier for the Company to report EE savings likely to meet or exceed the
VCEA’s targets.*®® According to Ms. Feng, “less rigorous EM&YV may result in over-stated or
under-stated savings, and can affect achievement of the [EE] targets either way.”*8!

Furthermore, she disputed Mr. Boehnlein’s suggestion that Dominion Energy has only conducted
two EM&YV impact evaluations of approved DSM Programs and, instead, clarified that the
Company has conducted 14 such evaluations.*? In addition, she confirmed the Company’s
intention to conduct more rigorous EM&YV evaluations going forward and described Dominion
Energy’s plan for improving EM&YV rigor.*®?

Ms. Feng next contested Staff’s understanding of the Company’s expected timeline for
impact evaluation reporting and, more specifically, Mr. Boehnlein’s suggestion that the
Commission will not receive meaningful EM&V information until five years after a Program is
approved.*® Among other things, Ms. Feng maintained that although “[t]racked deemed savings
may be of less rigor than time impact evaluation results, ... do indicate if the [P]rogram volumes
are on track to meet projections.”*®> She also opined that “it does not make sense to expect
feedback on a [P]rogram or begin impact evaluation until the [P]rogram is operating — which, in
the Company’s case is the January of the following year after [PJrogram approval.”*8

When providing surrebuttal, Ms. Feng maintained that it is appropriate to continue using
the deemed savings method after the initial cost/benefit modeling stage.*®” In response to
questioning from Staff, she further clarified that the deemed savings methodology is used for the
evaluation of lighting measures after Program development with inputs changing over time
(based upon additional information).*® On redirect, she explained the difference between a
deemed savings value and a deemed savings calculation or formula.*® Lastly, she confirmed no
EM&YV savings measurement has been determined for the Phase IX Programs because no
customers have yet become participants in such Programs.*%

477 Id

Y78 Id. at 6-8.

M Id at9,

480 Id. at 9-10.
481 ld.

82 14 at 10-11.
83 14 at 11-12.
%14 at 12-13.
483 1d. at 13,

486 Id

487 Tr, at 292-93.
488 1d, at 295-96.
¥ 1d. at 296-97.
490 1d. at 297-98.
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DISCUSSION
Applicable Statutory Provisions

As reflected above, through its Petition Dominion Energy seeks approval to: (1)
implement 11 new Phase 1X DSM Programs; (2) extend by two years its Non-residential DG
Program; (3) expand eligibility for certain previously approved Non-residential Programs; (4)
update and continue its EE RACs, designated as C1A, C2A, and C3A; and (5) implement a new
RAC designated as C4A. The Company’s requests, and issues related thereto, are governed by
the following statutory provisions.

In accordance with § 56-585.1 A 5 ¢ of the Code, an electric utility may petition the
Commission not more than once in any 12-month period for the recovery of the following:

Projected and actual costs for the utility to design, implement, and operate energy
efficiency programs or pilot programs. Any such petition shall include a proposed
budget for the design, implementation, and operation of the energy efficiency
program, including anticipated savings from and spending on each program, and
the Commission shall grant a final order on such petitions within eight months of
initial filing. The Commission shall only approve such a petition if it finds that the
program is in the public interest. If the Commission determines that an energy
efficiency program or portfolio of programs is not in the public interest, its final
order shall include all work product and analysis conducted by the Commission’s
staff in relation to that program that has bearing upon the Commission’s
determination. Such order shall adhere to existing protocols for extraordinarily
sensitive information.

Section 56-585.1 A 5 ¢ of the Code also provides:

Energy efficiency pilot programs are in the public interest provided that the pilot
program is (i) of limited scope, cost, and duration and (ii) intended to determine
whether a new or substantially revised program would be cost-effective.

Regarding incentives, § 56-585.1 A 5 ¢ of the Code further provides:

Prior to January 1, 2022, the Commission shall award a margin for recovery on
operating expenses for energy efficiency programs and pilot programs, which
margin shall be equal to the general rate of return on common equity determined
as described in subdivision 2. Beginning January 1, 2022, and thereafter, if the
Commission determines that the utility meets in any year the annual energy
efficiency standards set forth in § 56-596.2, in the following year, the
Commission shall award a margin on energy efficiency program operating
expenses in that year, to be recovered through a rate adjustment clause, which
margin shall be equal to the general rate of return on common equity determined
as described in subdivision 2. If the Commission does not approve energy

50

8PTBRTLAETE



efficiency programs that, in the aggregate, can achieve the annual energy
efficiency standards, the Commission shall award a margin on energy efficiency
operating expenses in that year for any programs the Commission has approved,
to be recovered through a rate adjustment clause under this subdivision, which
margin shall equal the general rate of return on common equity determined as
described in subdivision 2. Any margin awarded pursuant to this subdivision shall
be applied as part of the utility’s next rate adjustment clause true-up proceeding.
The Commission shall also award an additional 20 basis points for each additional
incremental 0.1 percent in annual savings in any year achieved by the utility’s
energy efficiency programs approved by the Commission pursuant to this
subdivision, beyond the annual requirements set forth in § 56-596.2, provided that
the total performance incentive awarded in any year shall not exceed 10 percent
of that utility’s total energy efficiency program spending in that same year.

BPLOCLBOTE

The Commission shall annually monitor and report to the General Assembly the
performance of all programs approved pursuant to this subdivision, including
each utility’s compliance with the total annual savings required by § 56-596.2, as
well as the annual and lifecycle net and gross energy and capacity savings, related
emissions reductions, and other quantifiable benefits of each program; total
customer bill savings that the programs produce; utility spending on each
program, including any associated administrative costs; and each utility’s avoided
costs and cost-effectiveness results.

Regarding exemptions from participation in EE Programs, § 56-585.1 A 5 ¢ of the Code
provides:

As used in this subdivision, “large general service customer” means a customer
that has a verifiable history of having used more than one megawatt of demand
from a single site.

Large general service customers shall be exempt from requirements that they
participate in energy efficiency programs if the Commission finds that the large
general service customer has, at the customer’s own expense, implemented energy
efficiency programs that have produced or will produce measured and verified
results consistent with industry standards and other regulatory criteria stated in
this section. The Commission shall, no later than June 30, 2021, adopt rules or
regulations (a) establishing the process for large general service customers to
apply for such an exemption, (b) establishing the administrative procedures by
which eligible customers will notify the utility, and (c) defining the standard
criteria that shall be satisfied by an applicant in order to notify the utility,
including means of evaluation measurement and verification and confidentiality
requirements. At a minimum, such rules and regulations shall require that each
exempted large general service customer certify to the utility and Commission
that its implemented energy efficiency programs have delivered measured and
verified savings within the prior five years. In adopting such rules or regulations,
the Commission shall also specify the timing as to when a utility shall accept and

51




act on such notice, taking into consideration the utility’s integrated resource
planning process, as well as its administration of energy efficiency programs that
are approved for cost recovery by the Commission. Savings from large general
service customers shall be accounted for in utility reporting in the standards in

§ 56-596.2.

The notice of nonparticipation by a large general service customer shall be for the
duration of the service life of the customer’s energy efficiency measures. The
Commission may on its own motion initiate steps necessary to verify such
nonparticipant’s achievement of energy efficiency if the Commission has a body
of evidence that the nonparticipant has knowingly misrepresented its energy
efficiency achievement.

A utility shall not charge such large general service customer for the costs of
installing energy efficiency equipment beyond what is required to provide electric
service and meter such service on the customer’s premises if the customer
provides, at the customer’s expense, equivalent energy efficiency equipment. In
all relevant proceedings pursuant to this section, the Commission shall take into
consideration the goals of economic development, energy efficiency and
environmental protection in the Commonwealth;

In addition, regarding cost recovery for solar facilities geared toward low-income,

elderly, and disabled individuals, § 56-585.1 A 5 g of the Code provides:

Projected and actual costs, not currently in rates, for the utility to design,
implement, and operate programs approved by the Commission to provide
incentives to (i) low-income, elderly, and disabled individuals or (ii) organizations
providing residential services to low-income, elderly, and disabled individuals for
the installation of, or access to, equipment to generate electric energy derived
from sunlight, provided the low-income, elderly, and disabled individuals, or
organizations providing residential services to low-income, elderly, and disabled
individuals, first participate in incentive programs for the installation of measures
that reduce heating or cooling costs.

Any rate adjustment clause approved under subdivision 5 ¢ by the Commission
shall remain in effect until the utility exhausts the approved budget for the energy
efficiency program. The Commission shall have the authority to determine the
duration or amortization period for any other rate adjustment clause approved
under this subdivision.

L2 N

Moreover, § 56-576 of the Code defines “energy efficiency program,” “in the public
interest,” and “measured and verified” as follows:

“Energy efficiency program” means a program that reduces the total amount of
electricity that is required for the same process or activity implemented after the
expiration of capped rates. Energy efficiency programs include equipment,
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physical, or program change designed to produce measured and verified
reductions in the amount of electricity required to perform the same function and
produce the same or a similar outcome. Energy efficiency programs may include,
but are not limited to, (i) programs that result in improvements in lighting design,
heating, ventilation, and air conditioning systems, appliances, building envelopes,
and industrial and commercial processes; (i) measures, such as but not limited to
the installation of advanced meters, implemented or installed by utilities, that
reduce fuel use or losses of electricity and otherwise improve internal operating
efficiency in generation, transmission, and distribution systems; and (iii) customer
engagement programs that result in measurable and verifiable energy savings that
lead to efficient use patterns and practices. Energy efficiency programs include
demand response, combined heat and power and waste heat recovery, curtailment,
or other programs that are designed to reduce electricity consumption so long as
they reduce the total amount of electricity that is required for the same process or
activity. Utilities shall be authorized to install and operate such advanced
metering technology and equipment on a customer’s premises; however, nothing
in this chapter establishes a requirement that an energy efficiency program be
implemented on a customer’s premises and be connected to a customer’s wiring
on the customer’s side of the inter-connection without the customer’s expressed
consent.

“In the public interest,” for purposes of assessing energy efficiency programs,
describes an energy efficiency program if the Commission determines that the net
present value of the benefits exceeds the net present value of the costs as
determined by not less than any three of the following four tests: (i) the Total
Resource Cost Test; (ii) the Utility Cost Test (also referred to as the Program
Administrator Test); (iii) the Participant Test; and (iv) the Ratepayer Impact
Measure Test. Such determination shall include an analysis of all four tests, and a
program or portfolio of programs shall be approved if the net present value of the
benefits exceeds the net present value of the costs as determined by not less than
any three of the four tests. If the Commission determines that an energy efficiency
program or portfolio of programs is not in the public interest, its final order shall
include all work product and analysis conducted by the Commission’s staff in
relation to that program, including testimony relied upon by the Commission’s
staff, that has bearing upon the Commission’s decision. If the Commission
reduces the proposed budget for a program or portfolio of programs, its final order
shall include an analysis of the impact such budget reduction has upon the cost-
effectiveness of such program or portfolio of programs. An order by the
Commission (a) finding that a program or portfolio of programs is not in the
public interest or (b) reducing the proposed budget for any program or portfolio of
programs shall adhere to existing protocols for extraordinarily sensitive
information. In addition, an energy efficiency program may be deemed to be “in
the public interest” if the program (1) provides measurable and verifiable energy
savings to low-income customers or elderly customers or (2) is a pilot program of
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limited scope, cost, and duration, that is intended to determine whether a new or
substantially revised program or technology would be cost-effective.

“Measured and verified” means a process determined pursuant to methods
accepted for use by utilities and industries to measure, verify, and validate energy
savings and peak demand savings. This may include the protocol established by
the United States Department of Energy, Office of Federal Energy Management
Programs, Measurement and Verification Guidance for Federal Energy Projects,
measurement and verification standards developed by the American Society of
Heating, Refrigeration and Air Conditioning Engineers (ASHRAE), or
engineering-based estimates of energy and demand savings associated with
specific energy efficiency measures, as determined by the Commission.

Regarding the EE development targets of a Phase II Utility, such as Dominion Energy,
§ 56-596.2 of the Code provides as follows:

A. Notwithstanding subsection G of § 56-580, or any other provision of law, each
incumbent investor-owned electric utility shall develop proposed energy
efficiency programs. Any program shall provide for the submission of a petition
or petitions for approval to design, implement, and operate energy efficiency
programs pursuant to subdivision A 5 ¢ of § 56-585.1. At least 15 percent of such
proposed costs of energy efficiency programs shall be allocated to programs
designed to benefit low-income, elderly, or disabled individuals or veterans.

B. Notwithstanding any other provision of law, each investor-owned incumbent
electric utility shall implement energy efficiency programs and measures to
achieve the following total annual energy savings:

2. For Phase II electric utilities:

a. In calendar year 2022, at least 1.25 percent of the average annual energy
jurisdictional retail sales by that utility in 2019;

b. In calendar year 2023, at least 2.5 percent of the average annual energy
jurisdictional retail sales by that utility in 2019;

c. In calendar year 2024, at least 3.75 percent of the average annual energy
jurisdictional retail sales by that utility in 2019; and

d. In calendar year 2025, at least 5.0 percent of the average annual energy
jurisdictional retail sales by that utility in 2019; and
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3. For the time period 2026 through 2028, and for every successive three-year
period thereafter, the Commission shall establish new energy efficiency savings
targets. In advance of the effective date of such targets, the Commission shall,
after notice and opportunity for hearing, initiate proceedings to establish such
targets. As part of such proceeding, the Commission shall consider the feasibility
of achieving energy efficiency goals and future energy efficiency savings through
cost-effective programs and measures. The Commission shall annually review the
feasibility of the energy efficiency program savings in this section and report to
the Chairs of the House Committee on Labor and Commerce and the Senate
Committee on Commerce and Labor and the Secretary of Natural Resources and
the Secretary of Commerce and Trade on such feasibility by October 1, 2022, and
each year thereafter.

Finally, regarding the development of energy conservation measures benefiting low-
income, elderly, and disabled individuals, § 56-596.2:1 of the Code provides as follows:

A. Each ... Phase IT Utility... shall submit a petition for approval to design,
implement, and operate a three-year program of energy conservation measures
providing incentives to low-income, elderly, and disabled individuals in an
amount not to exceed $25 million in the aggregate for the installation of measures
that reduce residential heating or cooling costs and enhance the health and safety
of residents, including repairs and improvements to home heating or cooling
systems and installation of energy-saving measures in the house, such as
insulation and air sealing. In developing such incentive program, each utility shall
utilize the stakeholder process set forth in § 56-596.2. The utility may provide
such incentives directly to customers or to organizations that assist low-income,
elderly, and disabled individuals. Such incentive program shall be deemed to be a
part of ... the $870 million in energy efficiency programs that a Phase II Utility is
required to develop pursuant to § 56-596.2; provided that no portion of such
incentive programs shall be deemed to be a part of the required five percent of
such energy conservation measures set aside for low-income, elderly, and
disabled individuals.

B. For (i) low-income, elderly, and disabled individuals or (ii) organizations
providing residential services to low-income, elderly, and disabled individuals
who participate in, or have already participated in, an incentive program,
including the incentive program described in subsection A, for the installation of
measures that reduce heating or cooling costs at any premises where people
reside, each ... Phase II Utility shall submit a petition for approval to design,
implement, and operate a separate three-year incentive program, in an amount not
to exceed $25 million in the aggregate, to enable the installation of, or access to,
equipment to generate electric energy derived from sunlight. The utility may
provide such incentives directly to customers or to organizations that assist low-
income, elderly, and disabled individuals. Such incentive program may include
installation of equipment directly on the premises or access to equipment located
elsewhere, provided such installation or access reduces the total energy costs for
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persons described in clause (i) or (ii). Such incentive program shall not be deemed
to be a part of the ... $870 million in energy efficiency programs that a Phase II
utility is required to develop pursuant to § 56-596.2.

C. In developing such incentive programs, each utility shall give consideration to
low-income, elderly, and disabled persons residing in housing that a
redevelopment and housing authority owns or controls.

Analysis

Based upon the issues developed throughout this case (as specifically addressed in the
post-hearing briefs), my consideration of the Petition focuses on the following subjects:
(A) non-opposed Phase 1X Programs and extension of the Company’s Phase 11 Non-residential
DG Program; (B) expanded eligibility requirements for certain previously approved Programs;
(C) potential streamlining of the Company’s DSM audit Programs; (D) the pool pump
component of the Residential Water Savings Program,; (E) the Residential IAQ Program; (F) the
HB 2789 (Solar Component) Program; (G) environmental justice concerns; (H) strategic
plan/achieving statutory targets; (I) EM&YV concerns; and (J) associated Riders and revenue
requirement. "

A. Non-Opposed Phase IX Programs and Extension of the Phase IT Non-residential
DG Program

Regarding Dominion Energy’s Phase IX DSM Portfolio, the Residential Smart Home
(EE), the Residential Virtual Audit (EE), the Residential Water Savings (EE) and (DR), the
Non-residential Agricultural (EE), the Non-residential Building Automation (EE), the Non-
residential Building Optimization (EE), the Non-residential Engagement (EE), and the Non-
residential Enhanced Prescriptive (EE) Programs are generally not opposed by case
participants.*®? In addition, Dominion Energy’s analysis shows each of these Programs passes at
least three of the four applicable cost/benefit tests.*** In my view, and consistent with § 56-576

91 An additional issue not discussed below relates to the stakeholder process. In its prefiled testimony, Dominion
Energy suggested Staff’s participation in the stakeholder process may improve its DSM offerings and streamline the
ultimate approval process. See Ex. 18, at 18. Staff, however, continues to assert that its review and input relative to
DSM issues is better suited to formal Commission proceedings. Staff Brief at 37-39. Based upon my reading of

§ 56-596.2 C of the Code, the participation of Commission Staff members is expected in the stakeholder process.
Nevertheless, because the Staff stakeholder participation issue is also being addressed in the EM&V Determination
Case, there appears to be no need to address it herein.

492 See Ex. 2 and 2ES, at 7. See also Staff Brief at 10, 14; Consumer Counsel Brief at 13 (representing that
Consumer Counsel takes no position on the issues not addressed in its post-hearing brief); ER Briefat 6, 17
(supporting the conditional approval of the Phase IX Programs). Although the Commission’s approval of the
proposed Residential Virtual Audit Programs was not directly opposed by any case participant, Staff’s
recommendation for the consolidation of the Company’s audit Programs is addressed below. Furthermore, although
the Residential Water Savings (EE) Program is not directly opposed, Staff and Consumer Counse! raise concerns
that are addressed below regarding the pool pump component of such Program.

493 See Ex. 5 and Ex. 6. See also Tr. at 177-80.
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of the Code, the Company has established a basis for the Commission’s approval of each of these
Programs.***

Furthermore, regarding the Company’s existing Phase II Non-residential DG Program,
case participants do not challenge the Company’s request for approval to extend such Program
for two more years.*>> In addition, Dominion Energy does not seek additional funds under the
current cost cap applicable to this Program.*® The undisputed evidence also demonstrates the
DG Program’s continued status as an important resource for the Company during periods of peak
demand.*”’ Moreover, Dominion Energy’s short-term extension of the DG Program should serve
to bridge the gap between the current Program and similar Programs Dominion Energy may
consider in the future.**® Based upon these factors, the Commission should approve the
Company’s proposed extension of its Phase II Non-residential DG Program for an additional two
years.

B. Expanded Eligibility Requirements

Dominion Energy seeks approval to expand the eligibility requirements for certain
Non-residential Phase VII and VIII Programs in response to the change from an automatic
exemption to an opt-out process for LGS Customers and the change to the demand threshold
from 500 kW to 1| MW effectuated by the VCEA’s modification to § 56-585.1 A 5 of the
Code.*® Specifically, the Company proposes to expand the eligibility requirements for its Phase
VII and Phase VIII Non-residential Lighting Systems and Controls, Non-residential Heating and
Cooling Efficiency, Non-residential Window Film, and Non-residential Small Manufacturing
Programs previously approved by the Commission.’”® According to Dominion Energy, if
customers with over 500 kW “are going to begin paying for Phase VII and VIII [EE] [P]rograms
as of the beginning of the proposed Rate Year, they should also be eligible to participate in the
non-residential [P]Jrograms available through those DSM Phases.”*"!

No participant opposes the Company’s expanded eligibility requirements for the
Programs identified above.>%? In addition, the record supports their adoption.’®® Under the
circumstances, the Commission should approve the expanded eligibility requirements proposed
by Dominion Energy.

494 See Ex. 4 (Hubbard Direct providing details regarding all of the Phase IX Programs and the measures included
with them). Because such Programs pass at least three out of four of the cost/benefit tests, they meet the public
interest criteria § 56-576 of the Code.

495 See Staff Brief at 41; Consumer Counsel Brief at 13 (taking no position on the DG issue); ER Brief at 6. See also
Ex. 2 and 2ES, at 9.

4% Ex. 2 and 2ES, at 9-10.

497 Ex. 3, at 10; Ex. 4, at 4.

498 Ex. 3,at 10; Ex. 4, at 5.

499 Ex. 2 and 2ES, at 10

500 /d.

501 Id

502 Staff Brief at 42; Consumer Counsel Brief at 13; ER Brief at 6-7.

503 See Ex. 3, at 10-11.
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C. Potential Streamlining of DSM Audit Programs

Although Staff does not directly oppose the Company’s proposed Phase IX Residential
Virtual Audit (EE) Program, Staff maintains such Program is duplicative of the Phase VII
Residential Home Energy Assessment Program, the Phase VIII Residential Manufactured Homes
Program, and the Phase VIII Residential Home Retrofit Program.% Staff suggests the
consolidation of such Programs could lower overall administrative costs, increase cost/benefit
scores or proportionally increase rebates.’® Even if these Programs are not consolidated, Staff
recommends that customers not be precluded from participating in the Phase IX Residential
Virtual Audit Program merely because they participated in a previously approved audit
Program.>%

Dominion Energy asserts that the Phase IX Residential Virtual Audit Program offers a
new mechanism to address energy savings opportunities in homes and must be approved on an
individual basis because it passes three out of the four cost/benefit tests.’®” Nevertheless, the
Company represents that it is willing to explore opportunities to streamline its audit Programs.>%
In addition, Dominion Energy does not oppose Staff’s recommendation to allow customers who
have participated in prior Company EE audits to participate in the Residential Virtual Audit
Program proposed in Phase IX, if such customers did not install the same measures when
participating in the earlier Programs.*%

The record supports approval of the Phase IX Residential Virtual Audit Program without
consolidation because it meets the statutory criteria (and with the understanding that the
Company will not preclude customers who have participated in prior Dominion Energy audits
without installing comparable measures from participating in the new Phase IX Program).
However, evidence reflecting the overall similarity of the Company’s audit Programs also
appears to support a directive from the Commission requiring Dominion Energy to investigate
opportunities to streamline its audit Programs going forward.

D. The Pool Pump Component of Residential Water Savings (EE) Program

Although Staff does not oppose the Residential Water Savings (EE) Program, Staff is
concerned that the benefits of the energy efficient pool pump measure within the Program “are
concentrated with residential customers who live in a single-family home and own, or are
contemplating building, a pool but that the costs are spread to non-participating customers.
Similarly, Consumer Counsel believes the pool pump measure should be removed from the

510

504 Staff Brief at 21.

505 1d. at 21.

506 1. at 21-22.

397 Company Brief at 21.

508 J4

S09 Ex. 18, at 7.

510 Staff Brief at 20. See also id. at 10, 41 (explaining that Staff does not oppose any of the Phase IX DSM
Programs that pass three of the four cost benefit tests). Staff also raises environmental justice concerns associated
with the pool pump measure. /d. at 20-21. Such concemns are addressed below.
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Residential Water Savings (EE) Program because its inclusion “exacerbates the [P]rogram’s
transfer of benefits from non-participants to participants.”'!

According to the Company, the Residential Water Savings (EE) Program, which provides
incentives for the installation of smart communicating water heaters and pool pump
technologies, is a standard utility offering that was supported by the stakeholder group.3'?
Dominion Energy also represents that the stakeholder group recommended the pool pump
measure “because of the typically large associated savings.”!3

It is undisputed that the Residential Water Savings (EE) Program passes three out of four
of the cost/benefit tests. Therefore, even though such Program does not pass the RIM test, it
meets the public interest criteria of § 56-576 of the Code.’!* Because the entire Program meets
the statutory public interest standard, I find the record does not support the Commission’s
directed removal of the pool pump measure from the Residential Water Savings (EE)
Program.’'®

E. The Residential IAQ Program

Although Staff acknowledges that the proposed Phase IX Residential IAQ Program
“technically” meets the requirements of the Code, Staff suggests that the design of such Program
fails to respond to the legislative intent of the relevant statutory provisions.>'® Staff highlights
provisions of the Code requiring proof of measurable and verifiable energy savings associated
with IAQ Programs; requiring the Company’s implementation of a Program to reduce the
residential heating and cooling costs of low income, elderly, and disabled customers; and
providing for the establishment of the PIPP program to reduce the utility bill payments of
participants and their electricity usage.’'’ According to Staff, the “overall legislative intent” of
these statutory provisions is to provide more benefits directly to low income, elderly, and
disabled customers.’'® In Staff's assessment, the proposed Phase IX Residential IAQ Program
fails to comply with such legislative intent because: (1) it excludes certain low-income, elderly,
and disabled customers (who do not live in multi-family housing in densely populated urban
areas);*'? (2) the Program’s design inflates the cost of measures, thereby lowering the associated

511 Consumer Counsel Brief at 12.

512 Company Brief at 22.

S13 Id.

514 See Ex. 13, at 34 (Staff witness Boehnlein recognizing that the Residential Water Savings (EE) Program does not
pass the RIM test).

515 As explained below, 1 also conclude the requirements of the VEJA do not support such removal.

316 Staff Brief at 22, 26.

317 1d. Specifically, Staff highlights the requirements of § 56-576 of the Code (for an EE Program to be deemed in
the public interest); HB 2789°s requirement for the design and implementation of a three-year Program to reduce
residential heating and cooling costs for low income, elderly, and disabled customers (enacted by 2019 Va. Acts ch.
748); and the establishment of the PIPP program by 2020 Va. Acts chs. 1193 and 1194,

518 Seaff Brief at 26.

519 Staff Brief at 15, 22-24. In Staff's assessment, the exclusion of certain low-income, elderly, and disabled
customers also gives rise to environmental justice issues. Id. at 27-29. Such concerns are addressed in more detail
below.
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energy savings;>?” and (3) the low projected savings from the Program fails to establish
compliance with the General Assembly’s legislative goal to provide more benefits directly to low
income, elderly, and disabled customers.>?!

Among other things, Staff distinguishes the administrative eligibility of customers in a
rural area to obtain access to the weatherization services provided in the Phase IX IAQ Program
from the actual ability of such customers to participate in such Program.>?? Staff also highlights
the substantial decrease in the NPV of benefits to [AQ Program participants from the Phase VII
IAQ Program to the Phase IX IAQ Program and believes such decrease suggests “participants
are receiving less bill savings while the Company is more than doubling its proposed
spending, %3

Consumer Counsel shares Staff’s concerns regarding the design of the Phase IX IAQ
Program and its costs in relation to its benefits.’** Consumer Counsel is particularly concerned
regarding the potential impact of such IAQ Program on the PIPP program.’?> Consumer Counsel
is also “skeptical” of the necessity for ratepayers to fund health and safety measures in
connection with the Residential IAQ Program (included within the Program’s design as a 15%
health and safety cap).’?® Given what it perceives to be design flaws with the Phase IX
Residential IAQ Program, and a lack of cost transparency associated with specific measures,
Consumer Counsel supports the recommendation of Staff witness Boehnlein that the Company
be required to provide more detailed cost support for its IAQ Programs going forward.>?’

Despite the fact that the health and safety measures contemplated in Dominion Energy’s
Residential IAQ Program do not technically constitute EE measures, the Environmental
Respondent supports the inclusion of such measures in the Residential IAQ Program as a means
of enabling EE improvements in homes.’?® Specifically, the Environmental Respondent views
the home repair/health and safety measures described by the Company as “prerequisites” to
making the EE improvements contemplated by the IAQ Program.>?

According to the Company, the Phase IX Residential IAQ Program will provide
qualifying participants with in-home energy assessments and the installation of energy-savings
measures.**? Because the record shows such Program will provide approximately $3.5 million in
quantifiable benefits to eligible participants on a NPV basis over the life of the IAQ Program,

520 /d. at 25-26.

S fd, a1 26-27.

322 4. at 24,

583 [d, at 25. Staff notes that Dominion Energy proposes $40 million of costs associated with the Phase IX IAQ
Program saving an average participant $0.62 per month, or $7.39 per year, based upon the average retail electricity
rate of 50.11 per kWh. Id. Moreover, Staff provides an example of savings that could be achieved through a
different design based upon the cost of 40-watt LED lightbulbs at Walmart. /d. (citing Ex. 13, at 63).

324 Consumer Counsel Brief at 7-9.

35 1d. at 9.

526 [d, at 9-10.

527 Id, at 10 (citing Tr. at 149).

528 BR Brief at 15-17.

S8 Id. at 16-17.

330 Company Brief at 9.
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Dominion Energy also maintains the Program should be deemed “in the public interest” in
accordance with § 56-576 of the Code.>*!

In addition to contending that the Residential IAQ Program meets the statutory public
interest criteria, the Company asserts that the projected savings associated with such Program are
appropriate, while also providing an opportunity for future expansion.>*? Moreover, Dominion
Energy disputes Staff’s suggestion that there is any bias in the design or implementation of the
IAQ Program against customers who do not live in multi-family dwellings.>** Furthermore, the
Company supports the inclusion of a 15% health and safety cap in the design of the Phase IX
Residential IAQ Program as a means of enabling energy savings.>**

Pursuant to § 56-576 of the Code, “an [EE] program may be deemed to be ‘in the public
interest’ if the [PJrogram ... provides measurable and verifiable energy savings to low-income
customers or elderly customers.”>** Based upon Dominion Energy’s analysis, which is
undisputed, the proposed Phase IX Residential IAQ Program will provide quantifiable benefits to
eligible participants on a NPV basis over the life of the Program.>*¢ Under the circumstances,
and based upon the plain language of § 56-576 of the Code, such Program appears to be “in the
public interest” and, as such, should be approved by the Commission.>*’ In my assessment, the
evidence also supports the inclusion of the proposed health and safety measure in the Residential
IAQ Program as a means of facilitating EE improvements in the homes of participants.>?

Having concluded that the Phase IX Residential [AQ Program should be approved, I
nevertheless share the concerns of Staff and Consumer Counsel regarding the level of energy
savings expected to be achieved through such Program relative to its costs.™* Based upon such

31 1d. at 10 (citing Ex. 5, Schedule 4).

532 1d. at 10-12.

53 Id. at 13-15.

333 Id. at 15-16. The Company acknowledges that its “health and safety” measure was inadvertently omitted from
the Residential IAQ Program measure listing provided in Filing Schedule 46A, Statement 2, at 13. /d. at 15.
However, Dominion Energy notes that such measure was included in Mr. Hubbard’s Schedule 2 as part of the
Program description and was referenced in a discovery response. /d. at 15.

535 As reflected above, § 56-576 of the Code also requires the Commission, when finding a DSM Program not to be
in the public interest, to include in its final order “all work product and analysis conducted by the Commission’s
staff in relation to that program, including testimony relied upon by the Commission’s staff, that has bearing upon
the Commission’s decision....”

536 See Ex. S and SES, Schedule 4.

537 As noted above, Staff does not dispute that the Phase IX Residential IAQ Program technically meets the
requirements of the Code. Staff Brief at 22, 26. Furthermore, Staff witness Boehnlein confirmed at the hearing that
Staff did not recommend the Commission deny approval of the IAQ Program. Tr. at 148-49.

338 The evidence reflects that the health and safety measure was supported by the stakeholder group. See id. at 245.
I also note that Staff did not specifically address or oppose the health and safety measure in its post-hearing brief.
539 | do not, however, share Staff’s level of concern regarding the possible focus of the Residential IAQ Program on
multi-family housing stock. As credibly explained by the Company, although the participants in such Program’s
predecessor (the Phase IV IAQ Program) came predominantly from multi-family housing, there is no evidence other
customers were directly excluded. See Company Brief at 13-14. Nevertheless, | also recognize that the
Commission may find it appropriate to direct Dominion Energy to work with its implementation vendor and WSP
network to target a larger portion of single family and rural customers for participation in the Phase IX TAQ
Program. See id. at 15.
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concerns, and to facilitate the Commission’s more comprehensive evaluation of the Company’s
IAQ Programs going forward, it appears appropriate for the Commission to direct the Company
to provide more detailed supporting cost information for the measures included in its IAQ
Programs going forward (consistent with the recommendation of Staff and Consumer
Counsel).>*0

F. The HB 2789 (Solar Component) Program

() Inclusion in DSM Update

In Staff’s assessment, the HB 2789 (Solar Component) Program is not legislatively
required to be included as part of the Company’s DSM Portfolio.>*! Staff distinguishes the
requirements of Subsections A and B of § 56-596.2:1 of the Code.’*? Furthermore, Staff
describes the HB 2789 Heating and Cooling/Health and Safety Program, required by Subsection
A of § 56-596.2:1 and approved by the Commission in the July 30, 2020 Order, as being “more
akin to a traditional [DSM] Program” than the HB 2789 (Solar Component) Program).>*® Staff
also notes that the Program required under Subsection A of § 56-596.2:1 of the Code is deemed
to be part of the $870 million in EE Programs required for development by a Phase II Utility but
the Program required under Subsection B of § 56-596.2:1 is not included as part of the Code’s
monetary development requirement.>** Furthermore, although Staff acknowledges the General
Assembly’s addition in 2020 of § 56-585.1 A 5 g to the Code (allowing a utility to petition for a
RAC associated with solar initiatives for low-income, elderly, and disabled individuals), Staff
maintains that not every type of cost recovery provided for in § 56-585.1 A S of the Code is
appropriate in a DSM proceeding.>® For all of these reasons, Staff suggests that the HB 2789
(Solar Component) Program may be better addressed in an alternative proceeding.34¢

Unlike Staff, Dominion Energy maintains its HB 2789 (Solar Component) Program is
properly included as part of its Phase IX Portfolio of DSM Programs.’*’ According to the
Company, the General Assembly clearly intended to link the two HB 2789 Programs, as
reflected by the components of the first HB 2789 Program (weatherization) serving as
prerequisite to the second HB 2789 Program (solar installations).>*® In addition, the Company
asserts that the General Assembly’s addition of Subsection g to § 56-585.1 A 5 of the Code in
2020, establishing a RAC mechanism for cost recovery associated with a utility’s development

340 See Tr. at 149. It would alsc appear appropriate for such information to be provided within in the chart
recommended by Staff witness Morgan. See Ex. 16 and 16ES, at 6. Such recommendation is discussed in more
detail below.,

31 Staff Brief at 15-17.

32 Id. at 15-16.

3 1d. at 16.

4 Id, at 16-17.

%5 Id. at 17.

46 1d. at 11.

347 Company Brief at 17-18.

1.
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of a solar incentive for low-income, elderly, and disabled customers, further demonstrates that
consideration of the HB 2789 (Solar Component) Program in this case is appropriate.>*’

In my view, it is appropriate (and makes practical sense) for the Commission to consider
the HB 2789 (Solar Component) Program in the context of this case given the relationship
between the two HB 2789 Programs and the authority of the Company to seek recovery of
associated costs through a RAC as provided in § 56-585.1 A § g of the Code.>?

(i) RECs

Staff believes the owner of a solar facility installed in connection with the HB 2789
(Solar Component) Program is also the rightful owner of RECs generated by such facility.>!
Moreover, Staff suggests that REC ownership issues should be considered in an RPS case
instead of in this proceeding.®>

In contrast, Dominion Energy contends it should retain ownership of RECs generated as a
result of the HB 2789 (Solar Component) Program to reduce costs for all customers. >
Among other things, the Company notes that it is required to meet some of its RPS requirements
“from RECs produced by ‘low-income qualifying’ projects to the extent available.”>* Dominion
Energy also requests that the REC ownership issue be resolved in this case so that it will have
clarity for its Program design,>>3

While I agree with Staff that the issue of REC ownership would normally be resolved in
the context of the Company’s RPS filing, it makes practical sense for it to be addressed herein so
that Program participants will know, through the Program’s design, exactly what they are getting
when they elect to participate in the HB 2789 (Solar Component) Program. In addition, I am
aware of no statutory impediment to resolving the REC ownership issue in this case.
Furthermore, although I also agree with Staff that the owner of a renewable facility usually
retains ownership of the RECs generated by such facility, the solar facilities installed through the
HB 2789 (Solar Component) Program are somewhat different from typical renewable facilities.
The costs of the solar facilities installed in the HB 2789 (Solar Component) Program will be paid
for by the Company’s other customers. Moreover, § 56-585.5 C of the Code requires some of
the Company’s RPS requirements to be met, when available, through RECs produced by “low-
income qualifying” projects. Because, in my view, the HB 2789 (Solar Component) Program
constitutes such a project, the associated RECs should be used to reduce costs to other customers
(who have paid for the installation of the associated renewable facilities).

39 Id. at 18.

350 See Ex. 2 and 2ES, at 1 (reflecting that the Company filed the Petition pursuant to § 56-585.1 A 5 of the Code).
551 Staff Brief at 18.

552 14

353 Company Brief at 19-20.

554 Id

555 14
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(i)  Warranty

If the Commission approves the HB 2789 (Solar Component) Program, Staff urges the
Commission to require the Program implementer to provide a full warranty covering the entire
cost of the solar facility that a Program participant receives.>>® In contrast, while acknowledging
that participants in the HB 2789 (Solar Component) Program should not be burdened with
out-of-pocket expenses arising from the applicable solar facilities, Dominion Energy contends
that a warranty is unnecessary because of its commitment to provide annual inspections and
perform maintenance at no cost.>*’

In my view, the warranty requested by Staff is unnecessary given the Company’s
commitment to ensuring no associated costs to participants going forward.>*® However, it also
appears appropriate for the Commission to approve the HB 2789 (Solar Component) Program
subject to Dominion Energy meeting such commitment.

(iv)  Approval

The General Assembly’s amendment of HB 2789 in 2020 (through HB 1656) directed the
Company’s development of a three-year, $25 million Program offering solar installations for
low-income customers and organizations electing to participate in the Heating and
Cooling/Health and Safety Program authorized by the 2019 version of HB 2789.5° Thereafter,
Dominion Energy developed the HB 2789 (Solar Component) Program and proposed it for
approval in this case. No case participant directly opposes the HB 2789 (Solar Component)
Program. In addition, it appears to comply with § 56-596.2:1 B of the Code.*®® Under the
circumstances, I conclude it should be approved by the Commission.

G. Environmental Justice Concerns

According to Staff, both the Phase IX Residential IAQ Program and the energy efficient
pool pump measure included in the Residential Water Savings (EE) Program raise environmental
justice concerns.>¢! Specifically, Staff maintains that environmental justice concerns arise
relative to the Residential IAQ Program because of its focus on multi-family properties.’? Staff
also contends environmental justice concerns arise relative to the energy efficient pool pump
measure because the associated benefits are concentrated with residential customers living in
single-family dwellings and owning pools.*®® Furthermore, given the VEJA’s status as a new

556 Staff Brief at 18-19.

557 Company Brief at 19.

538 See also Tr. at 234-36 (wherein Company witness Frost confirmed Dominion Energy’s commitment to ensuring
participation in the HB 2789 (Solar Component) Program will come at no cost to participants for the life of the
associated solar panel (and would include costs of removal)).

539 See Ex. 17, at 14; Ex. 6 and 6ES, at 3.

60 As discussed above, the Company’s request for cost recovery associated with the HB 2789 (Solar Component)
Program is also consistent with § 56-585.1 A 5 g of the Code.

561 Staff Brief at 27-29, 20-21.

562 Id. at 27-28.

563 [d. at 20.
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law, Staff maintains that it is appropriate to raise such concerns “until such a time that the
Commission provides guidance on how environmental justice is best addressed.”*

The Company denies that its request for the approval of the Phase IX Residential IAQ
Program and the energy efficient pool pump measure in the Residential Water Savings (EE)
Program gives rise to issues requiring a review under the VIEA.*%> Dominion Energy also
denies that the IAQ Program and energy efficient pool pump measure have negative
environmental justice repercussions.’*® According to Dominion Energy, its requests for the
approval of the Residential IAQ Program and the pool pump measure were made pursuant to
statutes seeking to achieve energy efficiency rather than an environmental law, regulation, or
policy as contemplated by the VEJA >’ Moreover, the Company maintains that the Residential
TAQ Program will not lead to environmental consequences potentially resulting in a lack of “fair
treatment” to customers.’®® Similarly, Dominion Energy asserts that the pool pump measure will
not produce negative environmental consequences, particularly with regard to an identifiable
community.’®

Section 2.2-235 of the Code provides that “[i]t is the policy of the Commonwealth to
promote environmental justice and ensure that it is carried out throughout the Commonwealth,
with a focus on environmental justice communities and fence line communities.” Also within
the VEJA, § 2.2-234 of the Code defines “environmental justice” as “the fair treatment and
meaningful involvement of every person, regardless of race, color, national origin, income, faith,
or disability, regarding the development, implementation, or enforcement of any environmental
law, regulation or policy.” In addition, § 2.2-234 of the Code defines “fair treatment” as “the
equitable consideration of all people whereby no group of people bears a disproportionate share
of any negative environmental consequence resulting from an industrial, governmental,
commercial operation, program, or policy.”

In my assessment, it is unclear the various statutory provisions governing the
Commission’s approval of the Petition constitute “environmental law[s]” as contemplated by the
VEJA. Regardless, even if the VEJA is implicated in this proceeding, the record does not reflect
that the approval of the Residential IAQ Program or the energy efficient pool pump measure
included in the Residential Water Savings (EE) Program would have negative environmental
consequences on any particular individual or group of people. Under the circumstances, the
requirements of the VEJA do not appear to impact the Commission’s approval of the Residential
IAQ Program and the energy efficient pool pump measure in the Residential Water Savings (EE)
Program.’”°

364 Id. a1 28-29.

565 Company Brief at 35-38.

36 1d.

567 Id. at 35-37 (citing §§ 56-592.2, 56-585.1 A 5, and 2.2-234 of the Code).

568 [4, at 36 (noting that the definition of “environmental justice” in the VEJA includes the “fair treatment” of all
people).

369 Id. at 37.

570 1 ike Staff, Consumer Counsel suggests the energy efficient pool pump measure should be removed. Consumer
Counsel Briefat 11-12.
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H. Strategic Plan/Achieving Statutory Targets

(1) Strategic Plan

As reflected above, the Environmental Respondent has serious concerns about its
perception of the Company’s lack of a strategic approach relative to its EE Programs.’”! The
Environmental Respondent also highlights evidence reflecting that Dominion Energy will have a
significant shortfall regarding its statutory savings obligations beginning in 2023 unless its EE
efforts are improved.>”? To address such shortfall, the Environmental Respondent recommends
that the Commission conditionally approve the Company’s proposed Phase IX Programs and
direct Dominion Energy to file a strategic plan with its next DSM Petition including:

(1) proposed Program savings and budgets for the five-year period beginning January 1, 2022,
sufficient to comply with the Company’s statutory savings and investment obligations; (2) a
proposed plan and framework for consolidating, streamlining, and marketing the public-facing
aspects of the Company’s approved and proposed DSM Programs to facilitate participation at the
levels required to achieve the VCEA targets; and (3) a detailed project management plan and risk
management strategy demonstrating that the Company has identified and planned for
deployment of the resources required to implement its revised Programs.”*

Dominion Energy asserts that the Commission should reject the Environmental
Respondent’s request for the conditional approval of the Phase IX Programs.’” Among other
things, the Company suggests that conditional approval (based upon a supplemental filing) is not
practical given timing considerations.’”> Dominion Energy also confirms that the development
of a long-term plan by its consultant, Cadmus, is underway and notes that such plan will include
short-term, medium-term, and long-term recommendations for the improvement of the
Company’s DSM Portfolio.*’® In addition, the Company outlines the topics that are expected to
be included in its long-term plan (many of which overlap with the Environmental Respondent’s
recommendations).*”’

Given the statutory deadlines associated with a RAC filing such as the Company’s
Petition, I am unable to support the Environmental Respondent’s recommendation for the
conditional approval of the Phase IX Programs. Nevertheless, and consistent with Dominion
Energy’s commitment to including its long-term plan with its next DSM filing, I find it
appropriate to recommend that the Commission require Dominion Energy’s inclusion of the
elements identified by the Environmental Respondent in the long-term plan that it files with the

571 ER Briefat 7.

512 Id. at 8 (citing Ex. 12, at 4; Ex. 17, at 8).

513 Id. a1 9-10.

7 Company Brief at 32-35.

55 Id. at 33-34.

576 Id. at 34,

57 Id. at 28. See also Tr. at 220 (Company witness Frost acknowledging that the development of Dominion
Energy’s long-term plan generally seems to align with many of the Environmental Respondent’s recommendations).
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Commission.’”® [ also recommend that the Commission direct the Company to file such long-
term plan with its next DSM Update.

(i1) Energy Savings Metrics

In connection with its concerns regarding the Company’s likely inability to achieve
statutory energy savings targets going forward, the Environment Respondent urges the
Commission to clarify, in this docket, that such savings should be evaluated using a net savings
metric and not based upon gross savings.’”® According to the Environmental Respondent, use of
the word ‘achieve’ in the relevant statutory provisions (§§ 56-576 and 56-596.2 of the Code)
shows that “net savings” is the correct metric for evaluating whether Dominion Energy has met
statutory savings targets.>%

In the rebuttal testimony of Company witness Frost, Dominion Energy presented its
savings projections using both net and gross savings metrics because, according to Mr. Frost, the
Code is “silent as to which is the appropriate metric to evaluate with respect to energy
savings.”*®! Mr. Frost also suggested that consideration of whether the Company will meet
VCEA targets is premature since the first target does not occur until 2022 and the evaluation of
whether Dominion Energy has met the first statutory target will not occur until 2023.%%?
Furthermore, although the Company maintains that no specific Commission action regarding its
GTSA and VCEA progress is required at this time, Dominion Energy acknowledges its need to
achieve more savings and commits to addressing such need through consultation with
stakeholders and in accordance with its long-term plan.38

In my assessment, consideration of whether a net or gross savings metric should be used
to determine the Company’s target compliance will be appropriate in the context of evaluating
whether Dominion Energy has actually met statutory targets. Because such issue is not directly
before the Commission at this time, I conclude it need not be addressed in this case.>%*

578 See Tr. at 225-26 (Frost cross-examination). The inclusion of proposals for the improvement of marketing in the
long-term plan should also help to address marketing issues raised by Staff. See Ex. 13, at 42-45, 94. See also
Company Brief at 28-29 (describing the Company’s intended marketing improvements and suggesting that it is
willing to increase administrative spending associated with such marketing if recommended by the Commission). In
my assessment, it would be appropriate to review the possibility of increased administrative spending associated
with marketing in conjunction with the review of the Company’s long-term plan.

57 ER Brief at 10-13.

580 1d. at 12.

81 Ex. 17,at 7.

214, at 4.

583 Company Brief at 28.

% However, should the Commission find it appropriate to approve a particular savings metric in this case, I view
the Environmental Respondent’s interpretation of the statutory target provisions and use of net savings to be
persuasive. As reflected above, “net savings” are directly caused by a DSM Program but “gross savings” are
generated for Program participants without consideration of why they occurred. See Tr. at 106. Because the
relevant statutory provisions focus on the development of DSM Programs “to achieve” energy savings and the level
of savings “achieved” by EE and DR Programs, it would appear appropriate for the Commission to adopt the
Environmental Respondent’s recommendation regarding the use of the net savings metric. See §§ 56-576 and 56-
596.2 of the Code.
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(iii)  Sufficiency of proposed Programs

The Environmental Respondent also asserts that the Commission should require
Dominion Energy to propose sufficient Programs in future DSM filings to meet the targets set
out in § 56-596.2 of the Code.’® Specifically, the Environmental Respondent suggests that
absent such a directive, the Company could seek to recover a margin pursuant to
§ 56-585.1 A 5 c of the Code based upon the Commission’s failure to approve sufficient
Programs for meeting the targets in § 56-596.2, even if Dominion Energy never proposed
appropriate DSM Programs to meet statutory EE targets. 3%

Although I agree that the Environmental Respondent describes a troubling potential
scenario, I do not view such a speculative possibility to warrant a specific Commission directive
in this case.’¥’

I. EM&YV Concerns

According to Staff, recent statutory changes effectuated by the passage of the GTSA in
2018 and the passage of the VCEA in 2020 increase the importance of accurate EM&V.5%® Staff
also contends the Company’s current EM&V practices fail to satisfy the need for increased
rigor.’®® Moreover, Staff suggests that consideration of EM&YV in the Program design stage is
likely to achieve more accurate measurements of energy savings.*”® In addition, Staff maintains
that Dominion Energy’s current EM&V practices and reporting schedule fail to allow for the
Commission’s timely consideration of actual energy savings to meet statutory requirements.>’’
In sum, Staff believes “[m]ore rigorous EM&V earlier in a [P]rogram’s life would provide better
information about the feasibility of achieving [EE] goals and future savings through the
Company’s DSM [P]rograms.”*? However, Staff makes no specific recommendation for the
Commission to take action in the present case to address the EM&V concerns that it raised.

The Company notes that it has agreed in the EM&V Determination Case to include
additional Program and portfolio tracking metrics relating to the performance of its DSM
Programs and progress toward meeting GTSA and VCEA targets.’”> Dominion Energy also
maintains that the EM&V Determination Case constitutes the appropriate forum for addressing
further EM&V reporting requirements.*** In addition, the Company highlights its commitment
to provide the information recommended by Environmental Respondent witness Grevatt in its

583 ER Briefat 13-15.

58 1d. at 14.

387 [ also agree with Consumer Counsel’s assertion that Dominion Energy will bear the burden of proving it has met
statutory savings targets in any proceeding wherein it seeks cost recovery tied to meeting such targets. See
Consumer Counsel Brief at 12.

588 Staff Brief at 30-31.

39 Id. at 31-33.

%0 /d. at 33-35.

9 Id. at 35-36.

2 1d. at 36.

93 Company Brief at 31-32,

394 Id. at 32. Dominion Energy also suggests that the Commission should not “duplicate resources” by addressing
EM&YV issues in this case. /d. at 39.
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yearly DSM filings.*®* Similarly, Dominion Energy commits to following the Commission’s

guidance in the EM&V Determination Case.>®® Finally, regarding the EM&YV plans submitted
for the Phase IX Programs, the Company asserts that such plans are reasonable, were developed
consistent with industry standards, and should be approved by the Commission.>*’

The record reflects that Dominion Energy retained DNV to develop and execute the
EM&YV plans for the Phase IX Programs.>*® Such plans outline the approaches DNV and
Dominion Energy expect to use to track savings and conduct impact evaluations consistent with
industry standards. Based upon the evidence presented, I perceive no basis for the Commission
to deny approval of the Company’s proposed EM&YV plans for the Phase IX Programs in this
docket, with the understanding that such plans may be subject to modification based upon the
Commission’s finds in the EM&V Determination Case.

J. Associated Riders and Revenue Requirement

As reflected above, the Company initially proposed an overall revenue requirement of
$78,119,830, including a margin on operating expenses from January to August 2022.5%
However, on rebuttal Dominion Energy asserted that a modification to the overall DSM revenue
requirement (associated with individual revenue requirements for the True-up components of
Riders C1A, C2A, and C3A) was required because of a necessary adjustment identified in
Dominion Energy’s pending 2021 Triennial Review.®®® No case participant opposes such
adjustment. Dominion Energy (through its witness, Ms. Lecky) submitted Rebuttal Schedules
supporting alternative rebuttal DSM Rider requirements — including the 2021 Triennial Review
adjustment and reflecting the revenue requirements of Rider C1A, C2A, C3A, and C4A both

with and without the inclusion of a margin on operating expenses incurred after January 1, 2022.

Such revenue requirements are replicated as follows:

DSM Rider Rate Year Revenue Requirements Excluding Margin®!

Rider C1A Rider C2A Rider C3A Rider C4A Total
Rate Yr. $3,640,794 $2,878,837 ($226,563) $78,211,888 | $84,504,956
Projected RR
Monthly ($2,272,087) | ($1,069,480) | ($7,326,013) ($10,667,580)
True-up Adj.
Total RR $1,368,707 $1,809,357 ($7,552,576) | $78,211,888 | $73,837,376
95 1d. at 32.
96 14 at 39.

97 Id. at 39-40.

98 See Ex. 11; Ex. 23.

99 Ex. 2 and 2ES, at 14.

600 Ex. 19 and 19ES, at I.
6! Jd. at Rebuttal Sch. 1.
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DSM Rider Rate Year Revenue Requirements Including Margin from Jan. to Aug. 202250

Rider C1IA Rider C2A Rider C3A Rider C4A Total
Rate Yr. $3,635,415 $2,936,555 ($226,563) $83,035,266 | $89,380,672
Projected RR
Monthly ($2,272,087) | ($1,069,480) | ($7,326,013) ($10,667,580)
True-up Adj.
Total RR $1,368,328 $1,867,075 ($7,552,576) | $83,035,266 | $78,713,092

According to Staff and Consumer Counsel, § 56-585.1 A 5 c of the Code, as amended by
the VCEA, precludes the award of a margin on projected operating expenses after
January 1, 2022.9% In contrast, the Company maintains that the Commission has the discretion
to award such a margin.%% ’

Section 56-585.1 A c of the Code states in pertinent part: “[b]eginning January 1, 2022,
and thereafter, if the Commission determines that the utility meets in any year the annual energy
efficiency standards set forth in § 56-596.2, in the following year, the Commission shall award a
margin on energy efficiency program operating expenses in that year ....” In my assessment, the
plain language of § 56-585.1 A c of the Code does not contemplate the award of a margin on
operating expenses (subsequent to January 1, 2022) until after the Commission has determined
that the targets of § 56-596.2 of the Code have been met.%®® Therefore, I conclude the overall
revenue requirement should not include the margin proposed by the Company. I further
conclude the Commission should approve a total revenue requirement of $73,837,376 for the
Rate Year (the amount reflected on Ms. Lecky’s Rebuttal Schedule 1).9%

With the exception of the margin issue discussed above, no material issues concerning
the Company’s revenue requirement calculations were raised by Staff or the parties. [ note
further that Dominion Energy utilized the same allocation methodology and rate design approved
in the Commission’s July 30, 2020 Order.®”? I therefore conclude the Company’s rebuttal
revenue requirement calculations (including the 2021 Triennial Review adjustment impacting the
True-up but excluding the margin), cost allocation methodology, and rate design should be
approved by the Commission.

Furthermore, to assist Staff with their audits of Program costs supporting DSM Riders
going forward, 1 recommend that the Commission direct the Company to provide with its next
DSM filing a chart that summarizes the following for all active Programs through the end of the
True-up period: (1) total incentives; (2) incentive cost per participant; (3) non-incentive cost per

2 Id. at Rebuttal Sch. 2.

803 Staff Brief at 39-41; Consumer Counsel Brief at 5-7.

% Company Brief at 40-41.

03Staff witness Morgan’s conclusion that cost caps for the Phase IX Programs should be based solely on Program
costs (excluding margins) also appears consistent with such interpretation of § 56-596.2 of the Code. See Ex. 16 and
16ES, at 11-12.

606 See also Ex. 20.

607 Ex. 13, at 89-90.
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participant; (4) margin cost per participant; (5) total cost per participant; and (6) the percentage
of margin and non-incentive costs in relation to total costs. Staff witness Morgan made such
request in his prefiled testimony and it was not directly opposed by the Company.5%®

87T

Finally, I recognize that the Petition requested its new DSM rates go into effect on
September 1, 2021 — that is, at the commencement of the Rate Year.®® However, because
Dominion Energy’s Petition was not actually complete until January 7, 2021, when the Company
filed supplemental information as directed by the Commission, it is quite unlikely a final order
on the Petition will be entered in time to achieve the proposed implementation of new DSM rates
as of September 1, 2021.5'% Nevertheless, it is my understanding, based upon representations
made by the Company and Staff during the hearing, existing DSM rates will continue until new
DSM rates are approved by the Commission and a new tariff filing is made.5"’

FINDINGS AND RECOMMENDATIONS

In conclusion, based on the record developed in this proceeding and upon the discussion
above, I find:

1. The Commission should approve the Company’s proposed 11 Phase IX DSM Programs
and, with regard to the approval of the HB 2789 (Solar Component) Program should condition
such approval upon the Company’s commitment to ensuring no costs to participants going
forward,;

2. The Commission should approve the Company’s proposed extension of its Phase II
Non-residential DG Program for an additional two years;

3. The Commission should approve the expanded eligibility requirements proposed by
Dominion Energy for its Phase VII and Phase VIII Non-residential Lighting Systems and
Controls, Non-residential Heating and Cooling Efficiency, Non-residential Window Film, and
Non-residential Small Manufacturing Programs;

4. The Commission should direct the Company to investigate, and implement if
appropriate, opportunities to streamline its audit Programs going forward;

5. The Commission should direct the Company to provide detailed supporting cost |
information for the measures included in its IAQ Programs going forward;*'? |

6. The Commission should approve the Company’s plan to retain the RECs generated by
the HB 2789 (Solar Component) Program for use in fulfilling the Company’s RPS obligations;

08 See Ex. 16 and 16ES, at 6; Ex. 18, at 4,

609 £x. 2 and 2ES, at 11.

60 See Preliminary Order at §, n.21.

611 Tr, at 283-85.

612 1t would appear appropriate for such information to be provided in the chart referenced in Paragraph 8 below.
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7. The Commission should direct the Company to file a long-term plan with its next DSM
Update that, at a minimum, includes (i) proposed Program savings and budgets for the five-year
period beginning January 1, 2022, sufficient to comply with the Company’s statutory savings and
investment obligations; (ii) a proposed plan and framework for consolidating, streamlining, and
marketing the public-facing aspects of the Company’s approved and proposed DSM Programs to
facilitate participation at the levels required to achieve the VCEA targets; and (iii) a detailed
project management plan and risk management strategy demonstrating that the Company has
identified and planned for deployment of the resources required to implement its revised
Programs;

8. The Commission should direct the Company to provide with its next DSM filing a
chart that summarizes the following for all active programs through the end of the True-up
period: (i) total incentives; (ii) incentive cost per participant; (iii) non-incentive cost per
participant; (iv) margin cost per participant; (v) total cost per participant; and (vi) the percentage
of margin and non-incentive costs in relation to total costs;

9. The Rate Year projected revenue requirement for Rider C1A is $3,640,794, for Rider
C2A is $2,878,837, for Rider C3A is ($226,563), and for Rider C4A is $78,211,888;

10. The Monthly True-Up Adjustment for Rider C1A is ($2,272,087), for Rider C2A is
($1,069,480), for Rider C3A is ($7,326,013), and for Rider C4A is $0; and

11. The total Rate Year revenue requirement for Rider C1A is $1,368,707, for Rider C2A
is $1,809,357, for Rider C3A is ($7,552,576), and for Rider C4A is $78,211,888, for an overall
total Rate Year revenue requirement for Riders C1A, C2A, C3A, and C4A of $73,837,376.

Accordingly, I RECOMMEND the Commission enter an order that:

1. ADOPTS the findings of this Report; and

2. DISMISSES this case from the Commission’s docket of active cases.
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COMMENTS

Staff and the parties are advised that, pursuant to Rule S VAC 5-20-120 C of the
Commission’s Rules of Practice and Procedure and § 12.1-31 of the Code, any comments to this
Report must be filed on or before August 10, 2021. In accordance with the directives of the
Commission’s COVID-19 Electronic Service Order®"® the parties are encouraged to file
electronically. If not filed electronically, an original and fifteen (15) copies must be submitted in
writing to the Clerk of the Commission, c/o Document Control Center, P.O. Box 2118,
Richmond, Virginia 23218. Any party filing such comments shall attach a certificate to the foot
of such document certifying copies have been sent to all counsel of record and any such party not
represented by counsel.

Respectfully submitted,

ﬂ(@méﬁ/@m

A. Ann Berkebile
Senior Hearing Examiner

Document Control Center is requested to send a copy of the above Report to all persons
on the official Service List in this matter. The Service List is available from the Clerk of the
State Corporation Commission, c¢/o Document Control Center, 1300 East Main Street, First
Floor, Tyler Building, Richmond, VA 23219.

813 Commonwealth of Virginia, ex rel., State Corporation Commission, Ex Parte: Electronic service among parties
during COVID-19 emergency, Case No. CLK-2020-00007, Doc. Con. Cen. No. 200410009, Order Requiring
Electronic Service, (April 1, 2020) (“COVID-19 Electronic Service Order”).
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